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teenth Annual Report (for 1925) of 
Cities Service Company, just issued, 
and see for yourself the investment 
possibilities in the $600,000,000 Cities 
Service organization. 


When you read it, you will appreciate 
why Cities Service Company Common 
stock offers you a sound, exceptional 
investment opportunity. 


Your money invested in Cities Service 
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earns you about 9% in cash and stock 
dividends. 
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Do You Want Us to Send a FREE 
Acquaintance Copy of The Financial World 


to Your Friends? 


Ms OME of our enthusiastic subscribers have suggested that it 
would result in many new subscribers, if we were to send 
a free sample copy to their friends. 
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his friends share his good fortune in profiting by ‘‘The Financial 
World’s”’ advice—secondly, the knowledge that the more sub- 
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The Trend of Things 


Domestic consumption and distribution of goods continues at a high rate; 
this is reflected in freight car loadings and bank clearings and is to be ex- 
pected with labor fully employed at wages representing a high comene: 
power; 





The credit situation continues to ease with bonds maintaining a strong up- 
ward trend. The long term outlook for lower commodity prices and 
greater investment demand points to higher price levels for safe securities; 





A general strike in Great Britain was the outstanding foreign development 
of the past week; this was accompanied by firmness in the pound sterling 
and further weakness in the French and Belgian franc; 


The stock market became remarkably inactive toward the close of the week 
with price changes insignificant. There has been no change in the domestic 
situation and the inactivity must be ascribed to the uncertainty of develop- 
ments abroad which cannot have a prolonged effect on our securities. 


While the late spring has adversely af- 
fected some of our domestic business, re- 
ports from the country as a whole indi- 


reasonably high rate of new construction 
activity is maintained. 


O the exclusion of nearly every- 
thing else public attention has been 


concentrated on the general strike 


* * * 
in Great Britain. The strike is not likely cate that consumption and distribution of " 
to last long nor is it likely to have any goods is going on at a relatively high rate. q The a ees ect 


important lasting effect on domestic se- 
curity prices. The stolid and slow moving ° 


Labor is fully employed with a high pur- 


chasing power. Consumption is bound to EPORTS of freight car loadings and 


British will doubtless “muddle” out of this 
? § situation just as they have successfully 
handled other crises in the past. 


follow and doubtless will be in good vol- 
ume for the balance of the year, provided 
the crops come through and provided a 


bank clearings continue to indicate a 
high rate of distribution and consumption 
of goods throughout the country. Un- 
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questionably some business lines have 
been adversely affected by the late spring; 
unquestionably others have been adversely 
affected by declining commodity prices. 
The adverse influence of bad weather will 
scon disappear; on the other hand there is 
little prospect of anything other than 
further declines in commodity prices with 
their adverse effect on the profit margins 
of most industrial companies. The do- 
mestic business situation continues cur- 
rently favorable. The longer range future 
depends on the crop outcome and a main- 
tenance of a high rate of new construction 
activity. 
x * * 


@ The Credit Situation 


* ** * 


EEK by week the credit situation 
becomes better. Rising bond prices 
and declining interest rates attest to an 
abundant supply of credit for legitimate 
purposes at low rates. With the probabil- 
ity of further decline in commodity prices 
and further augmentation of our invest- 
ment resources there is no prospect other 
than further ease in the credit situation 
carrying with it the promise of higher 
price levels for safe securities. The all- 
important credit situation can be viewed 
with satisfaction. 
* * * 
@ Foreign Affairs 


* * * 


HE outstanding development of the 

past week was the general strike in 
Great Britain. It is still in progress as 
this is being written. It probably got its 
start from the payments of doles to the 
unemployed, followed by the subsidy given 
the coal miners by the government, because 
of an over-supply of coal. This subsidy 
was really a tax levied on the entire popula- 
tion. It could not be continued indefinitely, 
because it was uneconomic in its nature. 
Now Great Britain is in the throes of the 
greatest industrial upheaval in its history 
and the issue has been joined on whether 
the present form of government will en- 
dure or whether a labor minority will be 
able to extract- special benefits at the ex- 
pense of the majority. No better place 
could have been found to test out this 
communistic doctrine from our selfish 
viewpoint. It can only be a question of a 
relatively short time before the govern- 
ment will be in control of the situation. 

* * * 


@ The Railroads 


* * * 


ARCH, 1926, railroad net was the 
best March in history. Total was 


$94,523,000, a gain of more than $21,000,000. 


compared with a year ago and equal to 
5.80 per cent on the tentative valuation of 
the Interstate Commerce Commission. 
However, the high rate of return was con- 
fined largely to the East and South. The 
western roads, while showing improvement, 
are still far from earning a fair rate, espe- 
cially the northwestern ones. Decision on 
their appeal for higher rates is not ex- 
pected before June 1. 

This is a satisfactory showing and judg- 
ing by the volume of April business there 
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is a good prospect of equally satisfactory 
results for that month. The good railroad 
trafic volume and the improved net earn- 
ings that are resulting therefrom give us 
some rather conclusive evidence as to the 
total business volume of the country. The 
railroad car loadings are about the earliest 
current figures available to give a line on 
consumption and distribution of goods 
throughout the country. For a number of 
years these figures have been a much more 
reliable index of business conditions, pres- 
ent and prospective, than the figures on 
iron and steel output. Every present pros- 
pect points to a continuance of good vol- 
ume, good net earnings and better prices 
for sound railroad securities. 

a 
@ The Crops 

* * * 

T is still too early to come to any def- 

inite conclusion as to the crops. The 
forthcoming government report on winter 
wheat is expected to show a very large 
gain over a year ago when that crop was 
subnormal. The southwestern and central 
western roads are most favorably affected 
by a good winter wheat crop. Spring 
wheat on the other hand appears in immi- 
nent need of additional moisture and future 
weather conditions will play an important 
part in the earning of the northwestern 
roads. Should spring wheat develop un- 
favorably and should the northwestern 
roads fail to receive some increase in 
freight rates it would be necessary to take 
a much less constructive position toward 
them than we previously have in THE 


FINANCIAL WonrLD. 
* * x 


@ New Construction 


* * * 


oe reports of a single month are 
not conclusive the contracts for new 
construction let in April, coming after 
record-breaking figures for many months, 
at least give pause. 

The volume of construction commit- 
ments had a slight drop in April, accord- 
ing to F. W. Dodge Corporation. Con- 
tracts awarded last month in the 37 states 
east of the Rocky Mountains (which in- 
clude about 91 per cent of the total con- 
struction volume of the country) amounted 
to $570,613,600. There was a decrease of 
nearly 5 per cent from the preceding 
month, and the increase over April of last 
year was less than 1 per cent. The spring 
peak of contracts usually falls in April, 
but apparently was reached in March this 
year. 

Total building and engineering contracts 
awarded during the first four months of 
1926 have amounted to $2,015,551,300, the 
largest amount yet recorded for the first 
four months of any year. The increase 
over the first four months of 1925 has 
been 20 per cent. At the end of March 
this year was 30 per cent ahead of 1925. 
Outside of New York City (which is now 
95 per cent ahead of last year) the in- 
crease to the end of April was 8 per cent. 

Contemplated new work reported for 
the 37 eastern states last month amounted 
to $912,892,100, which was a decrease of 


11 per cent from the amount reported ip 
March and an increase of 16 per cent over 
the amount reported in April of last year, 

Contemplated new work reported jp 
April for New York and Northern New 
Jersey amounted to $233,051,400, which 
was 3 per cent less than the amount re. 
ported in March, but 39 per cent more 
than the amount reported in April of last 
year. 

Contemplated construction planned for 
the New England district, as reported in 
April, amounted to $65,355,500, which ex. 
ceeded March by 35 per cent, and April, 
1925, by 11 per cent. 

Contemplated construction projects were 
reported for the Middle Atlantic states in 
April to the amount of $91,230,600, a de. 
crease of 24 per cent from March and of 
1 per cent from April, 1925. 

Contemplated new work reported for the 
Pittsburgh district in April amounted to 
$83,331,600, being a decrease of 32 per cent 
from the amount reported in March and 
of 11 per cent from the amount reported 
in April of last year. 

Contemplated new work reported for the 
Central West in April amounted to $270, 
425,000, which was a decrease of 1 per 
cent from the amount reported in March, 
1926, but was an increase of 42 per cent 
over the amount reported in April of last 
year. 

Contemplated new work reported for the 
Southeastern states last month amounted 
to $123,366,800, being a decrease of 25 
per cent from the amount reported in 
March, 1925, as well as a decrease of 13 
per cent from the amount reported in April 
of last year. 

Contemplated new work reported for the 


- Northwest in April amounted to $17,871, 


800, being an increase of 8 per cent over 
the amount reported in March and of 16 
per cent over the amount reported in April 
of last year. 

Contemplated construction projects were 
reported for Texas in April to the amount 
of $28,348,800, being a 35 per cent de- 
crease from the amount reported in March, 
and a 7 per cent increase over the amount 
reported in April of last year. 

Apparently the peak of new construction 
contracts has been passed for 1926. 
Whether figures of succeeding months will 
equal the high figures reported for these 
months last year is doubtful. On the other 
hand the total volume of work in progress 
is large and while the total for 1926 may 
get under that for 1925 still all in all no 
such decline as to warrant prediction of 
an era of pronounced business depression 
on this account appears warranted at pres 


ent. Future figures should be watched. 
* * x 


@ The Securities Outlook 


* * * 
UR markets came under the influence 


of the British strike during the past 


week and after a minor decline and @ 
minor rally volume of transactions dwit- 
dled to the lowest point since the Coolidge 
election. There has been no important 
change in our domestic situation, The 
trend in commodity prices promises to be 
(Please turn to page 611) 
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Increased Income Yields 


@ When interest rates decline and incomes from securities shrink through 
increased market values, investors are inclined to turn to new fields of 
investment to secure larger yields; 


@ Our declining interest rates are in response to a financial evolution sim- 


ilar to that Great Britain experienced after defeating Napoleon. 


What 


this may lead us to is a subject Mr. Guenther discusses in this article; 


@ He supplements his views with a list of 20 selected international bonds, 
which in his opinion are the choicest of such securities and offer oppor- 
tunities for increased income yields.—EDITORS. 


WENTY years from now. 
T From this future post of observa- 
tion some interesting phases in our 
present evolution would enfold themselves. 


While we cannot lift the curtain on what 
is ahead of us we can at least speculate on 
the definite tendencies now clearly detect- 
able and where they should lead us in our 
progress. 

If we do this what conclusion can we 
form? 


For myself I can see ourselves passing 
through the evolution which Great Britain 
experienced, starting with the conclusion 
of the Napoleonic war, until suddenly ter- 
minated by the great war. 

History is likely to repeat itself. There 
will, however, be this exception. The 
colonies she established on the North 
American hemisphere, which have emerged 
as a great Nation: the United States of 
America, appear likely to fall heir to her 
former financial supremacy. 

When Wellington smashed Napoleon at 
Waterloo he not only tremendously in- 
creased the prestige of Great Britain but 
also placed in her possession the key 
with which she opened the door to wealth 
in nearly all the countries bordering on the 
seven seas, 


Rapid Accumulation of Wealth 


As a result of this war the English- 
speaking people accumulated wealth so 
rapidly that they found themselves unable 
to employ it to advantage in domestic in- 
dustries or opportunities. Money became 
such a dearth that interest rates on the 
highest grade securities declined to a low 
rate seldom equaled. 

English Consols, as the bonds represent- 
ing the consolidated debt of the British 
Empire were called in financial circles, only 
produced slightly over 2 per cent per an- 
ium previous to the last war. Other gilt- 
edged investments offered not much more 
to the investor. 

. This situation forced the thrifty English 
mvestor, who was in need of a larger an- 
hual interest rate than his home securities 
Provided, to seek such opportunities in 
other countries. In those days America 
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was as much a debtor nation to Great 
Britain as were many of the other coun- 
tries. 

In order to find the necessary capital to 
build our great railroad lines, our import- 
ant industries, and even to find money for 
the development of our great agricultural 
resources, our leading financiers and cap- 
italists sought the London money market. 

And other countries did likewise. 

The roster of the London Stock Ex- 
change read like a Baedeker directory of 
all the important countries of the world. 
Securities from everywhere were listed. 
All England was profiting from oversea 
investments for they produced for John 
Bull annual profits running well into the 
billions, for which he did not work but 
from whose diffusion, into his life, com- 
merce and pleasures, his prosperity re- 
ceived continuous augmentation. 

Into a similar cycle America is entering. 
Already it is commonly estimated that our 
investors have invested in private loans, 
governmental as well as in individual enter- 
prises, around $12,000,000,000. This is in 
addition to the $22,000,000,000 they loaned 
European countries to aid them in the war 
through the Government, accepting Liberty 
bonds for their capital. 


This sum looks very large, but that is 
because it was only in recent years that we 
became accustomed to estimating our wealth 
by the billions. Compared to the total 
wealth of the nation what we have already 
loaned abroad figures about one dollar to 
every $200. This is only a small propor- 
tion of the whole. 

Judging from this picture we need not 
rack our brain to draw a mental image of 
the similarity of our evolution in the world 
of finance to that of Great Britain after 
she laid low Napoleon’s ambition to rule 
the world. 


Supply and Demand 


Our investors find they are now very 
much in the position to what their English 
cousin was a quarter of a century ago. 
Interest rates are declining as they usually 
will in compliance with the excessive de- 
mand when the supply of securities is far 
short of it. 

This tendency is clearly apparent in the 
prevailing prices asked for prime invest- 
ments. They at present average around 
four and half per cent. Even the preferred 
stocks that are rated as investments are 
difficult to obtain for more than five and 

(Please turn to page 603) 





Comparative Trends of Domestic and Foreign Bonds 
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@ Baldwin Loco— 





q@) Frisco Railroad— 


A Comparison of Earning Trends 


@ What is the outlook for these two companies? 


@ Which stock offers the greatest opportunities in view of current and pros- 


pective earnings? 


' 
t 


@ Baldwin is selling about 14 points higher than Frisco, notwithstanding 
the fact that in the past two years Baldwin has reported deficits while 
Frisco earned $12.39 and $14.90 in 1924 and 1925, respectively ; 


@ The yield on Baldwin is 6.8 per cent and on Frisco 7.8 per cent. 


T is a generally accepted fact that busi- 
] ness moves in cycles, from prosperity 

to depression and back again. But can 
deductive reasoning be applied and the con- 
clusion arrived at that because a specific 
industry experiences several poor years the 
year following will be one of prosperity? 
The years 1924 and 1925 were unsatisfac- 
tory ones for the builders of locomotives 
and railway cars but there is nothing to 
support the contention that the current 
year will witness big profits for this in- 
dustry. As has been pointed out in these 
columns before, the railroads are not buy- 
ing equipment as they have done in former 


By RICHARD J. ANDERSON 


times. Increased operating efficiency, 
larger sized freight cars and greater speed 
with which car movements are being ac- 
complished are making themselves felt in 
the railroads’ equipment requirements. 
The Baldwin Locomotive Works has a 
capacity for turning out 3,000 engines a 
year. In 1925 this company, one of the 
leaders, was able to sell but 724 locomo- 
tives, or about 24 per cent of its produc- 
tive capacity. Recent reports state that 
this plant is now running at only 30 per 
cent capacity, a negligible increase over 
last year’s production.. It is not likely 
that the last three quarters of the year will 








Baldwin 
ERR $18.22 
| 19.03 
ee 25.58 
SER acral def. 0.40 
1925.. def. 6.00 


were not included. 


Baldwin and Frisco Compared 


Earnings on Common 


Operating Ratio 
*Frisco Baldwin Frisco 
$6.20 83.76% 74.61% 
0.73 93.97 75.45 
7.27 90.09 73.56 
12.39 103.68 70.81 
14.90 108.46 69.60 


*In computing Frisco’s earnings $524,800 preferred and $5,169,200 common 
held by reorganization managers and which does not participate in dividends 






















































































*Does not include stock held by reorganization managers. 


% 5-yr. %1925 Earnedon Paidon 

Mkt. av.earn. earn. com.in com. in 
price Div. Yield tomkt. tomkt. last 5yrs. last 5 yrs. 

Baldwin ........ 103 7 6.8% i) $35 
Prieto ..i.. 90 7 7.8 9.2 16.5% 41.49 *514 

*Initial dividend of 144% paid January 15, 1925; rate now 7%. 
Comparison of Capitai Structures 

Baldwin Frisco 
Fixed charge debt ............. Pe ENTE Woe abe Rem mT Rte $8,474,425 $230,680,020 
Cpeeiiernnt: rene: BOK « crsncinitsnciigseclenigecciensenpiiannitienee beatae 75,703,518 
Preferred stock ........ 20,000,000 * 7,032,700 
OC ET ES Pee 20,000,000 *45,277,826 
Total $48,474,425 $358,694,064 




















show enough additional business to pro- 
vide substantial profit, if any at all. Com- 
petition is keen. 

A picture typical of the entire industry 
can be obtained by looking at Baldwin, 
In each of the past five years this com- 
pany’s operating ratio has shown an in- 
crease over that of the preceding year, 
steadily increasing from 83.76 per cent in 
1921 to 108.46 per cent in 1925. Earnings 
on common stock for the same period have 
been irregular, jumping from $18.22 per 
share in 1921 to $25.58 in 1923, but then 
declining to a deficit of $6.00 per share in 
the year just passed. 

Net income for 1925 amounted to $196,- 
564, but even this comparatively small fig- 
ure was not entirely the result of Bald- 
win’s operations. The company owns the 
entire $6,000,000 capital stock of Standard 
Steel Works Company, which manufac- 
tures steel tires, wheels, castings and other 
railway equipment. On this stock Bald- 
win receives dividends of ten per cent a 
year, or $600,000. Deducting this income, 
it is seen that last year Baldwin lost $403,- 
436 on its operations. 


Huge Property Values 

The main plant of the Baldwin Locomo- 
tive Works is at present located at Phila- 
delphia, but the company is transferring 
its operations to a new site at Eddystone, 
Pa. The Philadelphia property covers 19 
acres in the heart of the city, and is esti- 
mated to be worth about $30,000,000. Sale 
of the property at that figure would pro- 
vide $150 a share for the company’s com- 
mon stock. Are buyers of Baldwin com- 
mon counting on such an extra cash pay- 
ment? Complete vacancy of the Philadel- 
phia plant, officials state, will not be com- 
pleted for the next five years, according 
to present plans. A continuance of the 
present dividend rate would mean pay- 
ments of $2,800,000 annually, and unless 
Baldwin’s earnings show a substantial im- 
provement in the coming years the com- 
pany’s present balance sheet surplus of 
about fifteen million dollars will come very ‘ 
close to being a deficit. If earnings do not 
increase, as was said before, at the end 
of the five-year period the proceeds from 
the sale of the Philadelphia plant would 

(Please turn to page 611) 
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q Cerro de Pasco— 


An Analysis of Its 1925 Report 


€ Stock but little affected in recent market decline; 


¢@ Why it has been repeatedly included in Mr. Guenther’s Bar- 
gain Lists since October, 1924, when available at $46; 


@ No attempt made in report to bring out company’s actual 


earning power; 


€ Balance sheet conceals many millions in property values; 


€ To utilize its immense areas of grazing and agricultural 


lands. 


By E. E. ANDERSON 


HEN Cerro de Pasco was selling 
W around $65 some ten weeks ago 

the enterprise was reviewed in 
detail by this writer in the February 20th 
issue of THE FINANCIAL Wor tp. In con- 
cluding a definite recommendation was 
made to buy the stock, first for its good 
income yield and second for its constructive 
possibilities, 

Only a few days later the general mar- 
ket was swept by the first of waves of 
liquidation, which before subsiding had 
broken the prices of numerous stocks in 
two and lopped large percentages off the 
averages, affecting the weak, the indiffereat 
and also the better classes of securities in 
degree. 


Within the past week Cerro de Pasco 
sold above $65 and on the day this is 
written at $63. No better illustration could 
be given of the value of Mr. Guenther’s 
method of selection. It was an apprecia- 
tion of the factors in this enterprise point- 
ing to its being undervalued that lead to 
the inclusion of the stock in Mr. Guenther’s 
Third Bargain List published October 24, 
1924, when available at $46 and in every 
subsequent list, including that issued April 
24, 1926. 


Another of Cerro de Pasco’s annual re- 
ports celebrated for what they do not tell 
has recently been issued. While it leaves 
much to be desired in the way of informa- 
tion, the financial results of 1925 opera- 


tions should be very satisfactory to stock- 
holders. 


For 1925 Cerro de Pasco reports revenues 
of $21,967,200, made up of $19,962,342 
from sales of copper, silver and gold, 
$1,414,014 from railroad earnings, and 
$590,844 from dividends, interest, etc. The 
total for 1924 was $22,790,956 and $22,757,- 
313 for 1923, 


Expenditures for operations, taxes, and 
returns on custom ores amounted to $14,- 
960,466 last year. Corresponding figures 
for 1924 were $13,812,340 and $15,811,604 
for 1923, 


Net income for 1925 was $7,006,732 com- 
pared with $8,978,616 in 1924 and $6,945,- 
09 in 1923. This was equivalent on the 
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present amount of outstanding stock to 
$6.24 per share in 1925, $7.99 in 1924 and 
$6.18 in 1923. 


There remains the item of inventory of 
copper, silver and gold to be taken into 
consideration. This stood at $8,194,703 at 
the end of 1925 as against $4,863,822 at the 
beginning of the year, a gain of $3,330,881, 
which in terms of the stock would be 
equivalent to $2.96 a share that may right- 
fully be added to net, making it total $9.20 
a share. 


In 1924 inventory declined from $5,793,- 
896 at the beginning of the year to $4,863,- 
822, a loss of $930,074, equivalent to 83c 


a share. Deducting from $7.99 we have 
$7.16 per share. 
In 1923 inventory increased from 


$3,708,405 at the beginning of the year to 
$5,793,896 at the close, a gain of $2,085,- 
491, equivalent to $1.85. Adding this to 
$6.18 we obtain $8.03. 


These figures of $9.20 a share in 1925, 
$7.16 in 1924 and $8.03 give a true basis 
for comparing earnings for the past three 
years after inventory adjustments. 


We still have to take into account the 
question of reserves. In 1925 the com- 
pany set aside the sum of $4,321,451 for 
depletion and depreciation, which was 
equivalent to $3.85 a share. In 1924 these 
charges were $4,824,215 ($4.29 a share) 
and in 1923 they were $6,271,335 (5.58 a 
share). 


If we deduct these figures from the in- 
dicated earnings per share given above 
we have actual reported profits of $5.35 a 
share in 1925, $2.87 in 1924 and $2.45 in 
1923, based on the present number of 
shares outstanding. 


Turning to the balance sheet an equally 
favorable situation is shown for the com- 
pany. Current assets at the end of 1925 
totaled $28,415,679, of which $14,110,034 
was in cash and U. S. Government cer- 
tificates. Current liabilities were $3,638,- 
807, leaving net working capital of $24,- 
776,872 ($22.06 a share), compared with 
$21,369,676 ($19.03 a share) at end of 
1924 and $17,468,296 ($15.55 a share) 12 
months previous. 
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Properties or fixed assets have been 
marked up to $64,222,054 before reserves, 
compared with $62,461,701 at the end of 
1924. Deductions for depreciation and 
depletion last year were $4,321,451, mak- 
ing this item stand at $45,337,384. Cerro 
de Pasco’s properties, owing to heavy 
yearly charges for depletion and deprecia- 
tion reserves, are now carried on the books 
at only $18,884,669, as against $21,445,768 
at the end of 1924 and $25,604,737 at the 
end of 1923. 


When one stops to consider that the new 
smelter completed in 1924 cost around 
$12,000,000, that the mines are developed 
and equipped for an annual production of 
150,000,000 pounds of copper, 20,000,000 
ounces of silver and 75,000 ounces of gold, 
that the company owns 135 miles of rev- 
enue-producing railroad, that it controls 
over 70,000 acres of mineral and other 
lands, it can be realized how far a figure 
of $18,000,000 is short of representing 
actual values. 


About two months ago in his personal 
column Mr, Guenther told of Cerro de 
Pasco’s acquisition of large holdings of 
agricultural and grazing lands, and, by the 
way, this news has appeared in the daily 
financial pages only within the past week 
or two. It is now reported by American 
interests returning from Peru that the 
company has been importing high-grade 
cattle to stock the ranches, and plans to 
undertake cattle raising and agriculture 
on an extensive scale. 


The current trend of Peruvian exchange 
is also greatly in the company’s favor. 
The Peruvian pound, normally’ worth 
$4.86, is now quoted around $3.65. This 
means that on its large labor payrolls and 
on the cost of all material bought in Peru 
Cerro de Pasco is saving 25 per cent, 
whereas its output is sold in the United 
States on the dollar basis. 


Cerro de Pasco fully justifies previous 
recommendations. It is a soundly estab- 
lished enterprise of proved earning power, 
strong in financial resources and favored 
by excellent prospects. The stock should 
find a place in any diversified list of se- 
curities. 
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q Union Pacific— 


A Railroad Investment Trust 


-@ Union Pacific affords the highest yield 








yield is not generally understood ; 


of the so-called “investment” rails but 
the factor of safety underlying this 


@ There are sound fundamental reasons 
for looking for higher prices for the 
common stock not only because of de- 
clining interest rates but because of 
probable increase in earnings; 


@ In addition there are the speculative 
possibilities that at some time its quar- 
ter billion investment holdings may be 


distributed to common stockholders. 


HY does an investment rail com- 

W mon stock like Union Pacific 

still sell on a basis to yield about 
7 per cent? It must be because the under- 
lying factors are not clearly understood. 
Union Pacific has been able to pay its $10 
dividend without interruption throughout 
the trying war years. It has never failed 
to earn it by a comfortable margin. It 
has steadily improved its property and re- 
duced its expenses. 

In 1925 earnings of $15.40 per share of 
common stock were reported. Of this 
$8.73 came from railroad operations and 
$6.67 from its investments. There is no 


By WILLIAM J. HEALY 


reason why this cannot be construed as a 
return of $6 from its stable investment ac- 
count and $4 from railroad operations to 
make up the $10 dividend. Jn other words 
less than half of the railroad earnings ap- 
plicable to the common stock are paid out 
in dividends. As a matter of fact Union 
Pacific has so favorable a funded debt 
structure that while the investment account 
amounts to $250,000,000, as compared with 
a funded debt of $415,000,000, the income 
from the investment account is nearly large 
enough to pay the entire interest on the 
funded debt. This is because the average 
interest rate on the bonds of Union Pacific 
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Total investments 


Dividends on _ stocks 
Interest on bonds, notes, etc. 
Interest on loans, open accounts, 


Total investment income 


Income from investments 


Total earnings per share 


Mkt. Price 
147% 


Dividend 
10 








Union Pacific—An Investment Trust 
Investments 
Investments in affliated companies par value 


Investments in non-affiliated companies par value 
Government securities par value 


etc. 


Earnings Per Share of Union Pacific Common 


Profit from railway operations ............. 


Capitalization 


$49,203,522 
161,925,286 
41,007,489 


$252,136,297 


$8,725,895 
6,103,127 


$15,439,435 


$414,893,320 
99,543,500 
222,293,100 


$736,729,920 


% 1925 earn. to 
market price 
10.4% 














is about 4% per cent while the return on 
its investments is about 6 per cent. 


Let us briefly examine this situation first 
from the standpoint of the railroad and 
next from the standpoint of its invest- 
ment activities. 


Looking at the road itself we see that 
it is very efficiently managed, enjoying the 
lowest transportation and operating ratio 
of any of the western carriers. Union 
Pacific is a long-haul road and terminal 
costs are low, since most of the freight is 
delivered to other roads. Excellent loco- 
motive and car mileage per diem and con- 
centration in the train load are also im- 
portant factors. 


The company owns all of the capital 
stock of the Oregon Short Line Railroad 
Company, which in turn owns all of the 
capital stock of the Oregon-Washington 
Railroad and~ Navigation Company. The 
stock of the Los Angeles and Salt Lake 
Railroad is owned jointly by Union Pacific 
and Oregon Short Line. These four com- 
panies comprise the Union Pacific System. 
The company also owns 98 per cent of the 
capital stock of St. Joseph and Grand 
Island Railway. 


Union Pacific System operated 9,555.39 
miles of road as of December 31, 1925. 
Although usually designated as a trans- 
continental carrier, the system’s eastern 
terminals are Kansas City and Council 
Bluffs, at the Missouri River. The road 
serves thirteen states, and its mileage is 
exceeded only by Pennsylvania, St. Paul, 
Atchison and Southern Pacific. 


Traffic is well balanced, with products 
of mines accounting for 32 per cent and 
agricultural products making up 25 per 
cent of the total tonnage. Wheat and 
bituminous coal are the most important 
single items carried, being followed by 
sugar beets, fresh fruits and corn. 

In the early years of the company’s 
existence earnings were comparatively 
small. During the first three years of life 
of the present company no dividends were 


(Please turn to page 607) 
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q North Carolina Public Service— 
A Progressive Record of Earnings 
ns 


€ Company has reported increases in both gross and net 
income consecutively for the past sixteen years; 











( Serving a rapidly expanding territory, the future holds 
promise of still further improvement in the com- 
pany’s showing of earnings; 
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: By BYRON C. HALL sts 
} 
3 UFFICIENT evidence has been given $1,873,864 in 1925, a gain of 165 per cent provement shown. The territory served is 

S: the past year of an awakening in in seven years. A similar comparison of developing rapidly. The state has a wide 
" the South. Some prefer to call it a the balance remaining after interest charges variety of industries. Last year the man- 
he realization of the possibilities in the terri- shows an increase of about 175 per cent ufactured products reached a total value 
© Bi tory and the opportunities that are to be for the same period. The growth of the of $900,000,000 as against $94,000,000 in 
0 FB tad because of its geographical location. company’s business for the past four years 1900. This section is famous for its large 
al Notwithstanding, when seeking further is as follows: tobacco manufacturing operations. It is 
'S Bj corroboration of this progress one would KWH Cu.Ft.Gas fast becoming a center for the American 
° Ff have to look far to find a more consistent Sold Sold textile industry. Crop values last year 
 B record of growth than that found in the 1925 _.. 37,702,612 209,947,300 totalled $318,000,000 showing an increase 
" § North Carolina Public Service Company’s 1924 ...... 34,355,345 204,783,200 from $68,000,000 in 1900. The company 

business. In the past sixteen years since 1923 .......... 24,753,608 182,096,010 is keeping abreast of this development 
al [J 1909 the company has been able to report 1922 25,777,624 184,304,930 | With a program of extensions and improve- 


ad increases in both gross and net income The capitalization of the company is ments that enables it to serve satisfactorily 
he ff without a single setback. Going further made up of $5,173,600 of bonds including 204 profitably. The company enjoys an 
on ff and attempting to make a monthly compari- those of subsidiaries and in which the fficient and able management. 
he #§ son with the equivalent period in the pre- earliest maturity is 1934. The preferred The present dividend rate of 7 per cent 
ke f@ ceding year would show comparable prog- stock is outstanding to the extent of 22,139 was inaugurated in 1924 at which time the 
fic @ ress, This showing is accentuated by the shares on which regular dividends of 7 per COmpany was incorporated as successor to 
n- @ latest available reports, those for the cent per annum are being paid. The cur- the North Carolina Public Service Company, 
im. @ twelve months ending February 28, 1926 rent bid and asked price on this issue is Greensboro Electric Company, Greens- 
he M when a gross business of $1,890,365 re- $90-$96 or the equivalent of a yield of 7.8 boro Gas Company, High Point Electric 
nd sulted in comparison with $1,743,600 in the to 7.4 per cent according to the price paid. Company, and Piedmont Power and Light 
preceding year. Net earnings in the same The balance shown for 12 months as of Company. Previous to that time 2 per 
39 J period amounted to $626,348 as against February 28, 1926, meets the requirements cent was paid on the preferred in Janu- 


5, Be $362,666 in 1925. on this issue 2.28 times. The common stock ary and July of 1918. Again in Janu- 
: : : ; 
Past Gencinn Duties is owned entirely by the controlling com- ary and July of 1919, 2/2 per cent was 
m N : 4 ; pany. paid. In the same two months of 1920 an 
i ge orth Carolina Public Service Company increase was made with $3 payments, 
a ga subsidiary of the General Gas and Preferred Has High Yield which was continued until the present $7 
is Electric Company. -It serves one of the This discussion is intended primarily to rate was paid. 
ul, Most highly industrialized sections of the bring to my readers’ attention the possibili- 

State of North Carolina. Its service area ties in the 7 per cent cumulative preferred ; Conclusion 


nm -" = Posessih 4 honagpraego _— — = — of a are The preferred stock of an operating pub- 
ad wa ‘inst ind set forth in w t has already been said. lic utility company that can be obtained 
“i unding territories. Electric light and I will not dwell at length on the present on a basis to yield better than 7 per cent 
2 oe - are supplied and in addi- advantages in investment stocks in contrast with a definite market trend favoring in- 
he company operates a small urban with the speculative issues. This has been vestment stocks is not to be overlooked in 
by i railway and derives revenue from covered previously and a more detailed dis- framing a program for the employment 
e sale of coke. About 72 per cent is cussion appears elsewhere in this issue. of surplus funds at this time. It has been 

3 terived from the electric light and power The latest report shows interest require- the policy of THE FINANCIAL Worwb for 

business and 27 per cent from gas and ments on bonded debt earned more than some time to give favorable recommenda- 
the remaining 1 per cent from operation twice over and over $15 a share remain- tion to this group of stocks and the pre- 
of electric railways. ing applicable to the preferred stock. ferred issue of North Carolina Public 

As can be seen from the chart appearing As steady as has been the progress in Service Company is to be included among 

this page the gross income has the past there is every reason to believe the past recommendations that have ap-. 
ld Mounted steadily from $703,982 in 1918 to that the future will find still further im- peared from week to week. 
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=ASSOCIATION NEWS 


FROM THE ASSOCIATION TO ITS MEMBERS 
FROM THE MEMBERS TO THE ASSOCIATION 











Edited by the President 


A writer in Nation’s Business proposes a 
novel suggestion for the better protection of 
small investors’ interest in corporations. He 
contends such a step has become necessary 
now that there are more than 20,000,000 in- 
vestors where there were only several million before the war. 
He advocates the development of a new profession, that of 
public directors, who should be so trained in corporation 
financing and management that they could represent the 
public’s interest in the councils of corporation directors. Such 
representatives could exercise the proxies of the small stock- 
holders, fight for their rights when the occasion warrants it, 
and still display a sympathetic attitude towards constructive 
management. This writer, however, recognizes such men 
cannot be obtained unless provisions were made to pay them 
an adequate compensation for the unusual service they are 
asked to render. 


Could Be 
Worked 
Out 


While this idea is revolutionary, it still is economically 
sound. We may be some years behind it, but as the surplus 
capital of our thrifty people piles up in the form of stocks 
of our corporations, we will more gradually approach the 
time when something of this character will have to be 
worked out. Small investors as they increase in number will 
learn to appreciate the great value to them of independent 


representation and will want to enlist the aid of capable 


men of expert financial training. 


The constructive thought brought forward by this discern- 
ing writer is worthy of serious consideration and open dis- 
cussion among our members. Service of the right kind in- 
volves an expense, but it is not large or excessive but cheap 
in the end when the cost is distributed among a large number 
of stockholders. I should like to see this question discussed 


further. 
* * *% 


In Union There Is Strength 
* * * 
When the Superior Oil Corporation was ab- 
Minority 
Scores 


Again 


years back the terms arranged proved dis- 
pleasing to a large body of minority stock- 
holders. On this alliance THE FINANCIAL 
Worn took the side of the dissenting shareholders and its 
reasons for its position were explained by one of its staff 
writers. Here was also a fighting minority. When it found 
peaceful arguments were of no avail it took its cause to court 
and has won the preliminary skirmish for Judge Hugh H. 
Morris of the District Court of Delaware recently handed 
down a decision awarding over $3,000,000 damages to the 
minority stockholders. 


Now the Atlantic Refining, through its able counsel, Charles 
Evans Hughes, appeals from the decision. The former Secre- 
tary of State employs the novel plea to show no fraud was 
committed on the minority stockholders because there was no 
complaint from the majority stockholders, the bankers, or the 
public, but only for a small group of shareholders, holding 
about 10,000 shares out of more than 900,000. Literally Mr. 
Hughes’s statement is correct, but it is less convincing when 
properly appraised. The Atlantic Refining needed more than 
50 per cent of the stock, and bought it, to force through the 
absorption of Superior Oil, the bankers more than likely 


sorbed by the Atlantic Refining Co. several | 


would favor such a powerful client as Atlantic Refining, and 
as for the public, it was not concerned in such a remote 
matter as a consolidation between two companies. 


Yet conceding all this for the sake of argument, the basic 
law still holds a fraud is a fraud, if it can be legally estab- 
lished, whether it involves the fortunes of a single stockholder 
or a multitude of them. The weak must be protected against 
the powerful. The outcome of this case, even if it is still in 
its preliminary stages, once more serves notice on dictatorial 
corporate managements that minority interest cannot be ridden 
over rough shod where a fighting spirit can be aroused. 


* * * 


In Co-operation There Is Power 


* * * 


Answering a stockholder who had requested 
the reason for not issuing reports more fre- 
quently, the President of the Tonopah Mining 
Co. replies: “Our board of directors does not 
see fit to issue quarterly reports. We issue 
condensed cash statements simultaneously with the sending 
out of our dividend checks. The business of a mining com- 
pany is not at all to be compared with a railroad or a public 
utility.” 


Another 
Company 
Letter 


This answer seems illogical in view of the fact that most 
of the important mining companies whose securities are listed 
on the Stock Exchange find it to their advantage to issue 
reports quarterly of their earnings. 


% * * 


United In a Common Cause 


* * * 


A call for united action on the part of the 
security holders of Northwestern railroads, 
embracing the St. Paul, Great Northern, 
Northern Pacific, Northwestern Soo line and 
the Omaha, controlled by the Northwestern, 
has been issued by a committee, at the head of which is W. 
Emlen Roosevelt. This appeal is of special interest to the 
members of our association, who are financially interested in 
either the bonds or the stocks of the foregoing railroads. 


Forming 
a United 
Front 


This committee conterids it is of the greatest importance for 
the security holders to co-operate independent of the manage- 
ment of the railroads in bringing forcibly to the attention of 
Congress and the Interstate Commerce Commission the need 
for a revision of the rate structure in the Northwestern tier. 
The roads operating in this section of the country are forced 
to accept rates yielding a return inconsistent with what rail- 
roads in other parts are allowed, and as a result of this 
injustice the six largest railroads in the Northwest have un- 
dergone a terrible shrinkage in values of their securities. This 
shrinkage is estimated to be more than a billion dollars. 


The committee’s office is at 30 Pine street, New York City. 
Its secretary is T. H. Barber. Interested members would find 
it to their advantage to send to him for a copy of a compre- 
hensive letter the committee has issued describing more fully 
than the present space permits the necessity and advantages 
to be gained by security holders through co-operative methods. 
The Association of American Investors, through its president, 
is in hearty approval of the aims of this committee. 
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What the Market Demonstrates 


@ The fact that we are leaving a speculative market and entering an invest- 
ment market has been emphasized from time to time in THE FINANCIAL 


WORLD; 


@ A careful survey of what stocks listed on the New York Stock Exchange 
have done since January 1, 1926, rather clearly demonstrates that specu- 
lative buying has changed to investment buying; 


@ With the prospect for a further decline in commodity prices and interest 
rates the investor in safe securities occupies the soundest position from 
the viewpoint of probable appreciation in market value. 


found a tabulation of ten very 

high-grade preferred stocks. This 
group enjoys the distinction of being the 
only one of all the stocks listed on the Ex- 
change to show steady increase in market 
price since the first of the year. This in- 
crease has been brought about in the face 
of a decline in the common stocks of the 
same companies. 

It will be noted that the average yield 
on these ten safe preferred issues was 5.5 
per cent on the first of the year and it has 
now dropped to 5.3 per cent. This has 
brought on an advance of from 10334 to 
107 or 3% points. These stocks will un- 
doubtedly continue to advance if interest 
rates continue to decline. These stocks 
(judging by current yield) are safer than 
most bonds. They therefore come under 
the influence of the same fundamentals 
that influence bond prices. 

On the other hand a very careful study 
I made of the price movements of common 
stocks since the first of the year reveals 
very few that have not had a decline of 
10 per cent or more in market price. The 
few that have recovered to a point so that 
they are now selling 5 per cent or less 
from their 1926 high prices are rails, oils 
or amusement stocks—with two notable 
exceptions, Pullman and General Motors. 


N T the bottom of this page will be 


Wide Price Variations 


Amongst the medium grade preferred 
stocks wider price variations are found; 
the big bulk of them have held remarkably 
well, again attesting to the investment 
character of the present market. While 
fairly substantial declines featured these 
issues during periods of extreme weakness 
in speculative stocks the recoveries on the 
whole have brought the average price of 
the dividend paying preferred stocks listed 
on the New York Stock Exchange very 
close to the 1926 high price. Here again 
we have a demonstration of the investment 
character of the present market and pos- 
silly a forecast that no such important 
business depression is in prospect as to im- 
peril the integrity of the dividend on the 
Preferred stock of the average company. 

When in addition to the foregoing it is 
considered that bonds are selling almost 
to the high price level of ten years ago, 
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By FREDERICK HANSSEN 


and have been advancing steadily since the 
first of the year, this study of price move- 
ments can lead only to the conclusion that 
the position taken by THE FINANCIAL 
Wor pd is a sound one. Briefly this posi- 
tion is that no business depression of great 
magnitude from the standpoint of volume 
is in prospect; that commodity prices are 
in for a long and gradual. downswing; 
that interest rates will decline further and 
that the rise in investment securities will 
go further. 
Without Precedent 


In this connection it is very interesting 
to point out that stock market history 
fails to reveal a precedent for a direct 
swing from a speculative to an invest- 
ment market. In previous speculative 
stock declines al] securities were at first ad- 
versely affected. But the decline that has 
taken place in speculative stocks thus far 
in 1926 has at the same time been accom- 
panied by a rise in bond and high-grade 
preferred stock prices and a prompt re- 
covery after a sympathetic decline in the 
medium-grade preferred issues. 

Probably the controlling influence now 
operative is the course of commodity 


prices. If it continues downward interest 
rates will decline and the state of credit 
will be improved and bond and safe se- 
curity prices will advance. Numerous in- 
dustrial companies will, however, be ad- 
versely effected, thereby not necessarily 
from the standpoint of volume of business 
but from the more important standpoint 
of profit margin and net earnings. Should 
further declines in the stocks of adversely 
affected industrial companies take place it 
is logical to expect a sympathetic decline 
in medium-grade preferred stocks and 
common stocks generally. However, as 
time goes on it is probable that the line 
of demarcation between say the rail com- 
mon stocks earnings applicable to which 
are favorably affected by declining com- 
modity prices and the general run of in- 
dustrial stock prices will become even more 
clearly defined than has thus far been the 
case. 


A recent issue of THE FINANCIAL 
Wor_p contained a rather convincing tab- 
ulation showing that while rail common 
stocks showed a decline of 6 per cent on 
the average from 1926 high prices indus- 
trials showed a decline of 14 per cent. 


























Ten High Grade Preferred Stocks 
Yield 
Stock Div. January Current 

American Tobacco .....0....2.....-- 6 106% 5.6 110% 3s 55 
American Car & Foundry........ 7 124 5.6 128 5.5 
Atchison 5 4% «25.3 %% 520 
Baltimore & Ohio .................... a 67% 5.9 6914 5.8 
Chicago & Northwest ................ 7 119% 5.9 126% 5.5 
Eastman Kodak 6 113 5.3 115 5.2 
National Biscuit ..................... 7 126% 5.5 131% 5.3 
Norfolk & Western .................... 4 85 4.7 85 4.7 
Union Pacific 4 75% 5.3 78 5.1 
U. S. Steel 7 126% 5:5 128 5.4 

Average 5.7 10334 5.5 107 5.3 
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Miscellaneous Industrials 





American Agr. Chem.— 
Rating “C” 

The sharp decline which has taken place 
in American Agricultural Chem. and other 
fertilizer stocks doubtless is due to the 
undue advance that took place in these 
speculative issues earlier, followed by a 
reaction which has apparently carried 
them to an attractive speculative buying 
point. Reports do not indicate any ad- 
verse developments in the fertilizer indus- 
try. The back dividends on the preferred 
stock of American doubtless will not be 
given consideration until the report for 
the fiscal year ending June 30, 1926, is 
available. 


American Railway Express— 
Rating “B” 
American Railway Express reports $6.34 
a share earned in 1925, compared with 
$6.59 a share in 1924. 


American Woolen— 
Rating “C” 

American Woolen has been subject to 
what appear to be bear attacks, judging 
by the high premiums being paid to go 
short of the stock. Officials announced 
that there is no thought or consideration 
being given to new financing. On the 
other hand, weather conditions and the 
commodity price trend has been unfavor- 
able to the company. 


Austin Nichols— 
Rating “C” 

Austin Nichols reports 29 cents a share 
earned on its common stock in 1925, com- 
pared with $4.23 a share in 1924. The 
decline in earnings was due to inventory 
losses which had ‘to be taken toward the 
close of the year. 


Bush Terminal— 
Rating “B” 

Bush Terminal reports a net equal to 
59 cents a share on its common stock in 
the first quarter of 1926, compared with 
53 cents on the same share basis in the 
first quarter of 1925. 


Byers— 
Rating “B” 

Byers shows good gain in net in the first 
quarter of 1926 when $2.30 a share was 
earned on the common stock, compared 
with $1.90 in the last quarter of 1925, 
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bringing earnings for its first half of its 
fiscal year up to $4.20 a share. 


California Packing— 
Rating “A” 

California Packing reports $12.36 a 
share earned on its old common stock in 
the fiscal year ended February 28, 1926, 
compared with $12.63 in the previous year. 
It is probable that the showing would have 
been somewhat better except for the de- 


cline in commodity prices toward the close 
of the year. 








Rating Changes 
Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 
American Chicle Com. ..........Cto B 
Austin Nichols Pfd. .............. AtoB 





Publication Date of 
Guenther’s Appraisals 


The Monthly Appraisals are 
now published one week later 
than heretofore in order to be 
able to include important in- 
formation that does not come 
out until around the first of the 
month. 

Subscribers, therefore, should 
not expect their Appraisals be- 
fore the 10th of the month in 
the eastern part of the United 
States. More distant points re- 
quire a few days extra. 
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Columbian Carbon— 
Rating “B” 

Columbian Carbon reports $1.72 earned 
on its common in the first quarter of 1926 
compared with $1.39 in the first quarter of 
1925. Earnings in the first quarter of 
1926 were exactly the same as in the first 
quarter of 1924. 


Consolidated Cigar— 
Rating “B” 

Consolidated Cigar reports $1.61 a share 
earned in the first quarter of 1926, com- 
pared with $1.45 in the same quarter of 
last year. 


Cuban American— 
Rating “B” 
An advance in raw sugar prices, bringing 
them close to the year’s high resulted from 


‘mon stocks. 








restriction measures proposing a 10 per 
cent curtailment in Cuba’s sugar crop with 
further power given the president of Cuba 
to delay start of following crops. 


Eureka— 
Rating “B” 

In reporting the earnings for the first 
quarter of Eureka Vacuum in last week’s 
issue of THE FINANCIAL Wor LD, which 
were $1.75 as compared with $1.48 in the 
preceding year, an error was made in 
quoting net sales which should have read 
an increase: of $443,818 instead of a de- 
crease. Eureka’s sales for the first quarter 
of 1926 totaled $2,781,055 against $2,337,- 
237 in the same period of 1925. In the 
first four months of this year the company 
sold 88,453 machines as against 74,840 in 
the corresponding period of 1925. The 
company has just placed its plant on a 
production schedule of 1,100 machines a 
day, which is an increase of 10 per cent 


over the previous schedule. 


Fairbanks Morse— 
Rating “A” 

Fairbanks Morse reports $1.06 a share 
earned on the common in the first quarter 
of 1926, compared with 67 cents a share 
in the same period last year. 


Hartman— 
Rating “B” 
Hartman Corporation declared the reg- 
ular quarterly dividend of 6214 cents June 
1 to stock of record May 19. Officials 
were re-elected. 


International Combustion— 
Rating “B” 

International Combustion Engineering 
reports $2.21 earned on an average amount 
of common stock outstanding in 1925, 
compared with $2.41 in 1924. The com- 
pany reports current unfilled orders of 
around $20,000,000, compared with half of 
that a year ago. The stock has been sub- 
ject to considerable manipulation. 


_ International Match— 


Rating “B” 

International Match and constituent com- 
panies report net equal to $5.62 on the 
combined participating preferred and com- 
There are 900,000 shares of 
$35 par value participating preferred and 
1,900,000 shares of no par value common. 
Both share equally now. 

(Please turn to page 608) 
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Position of the Bond Market 
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market which is of greatest im- 

portance is the fact that those 
issues showing the most rapid and exten- 
sive appreciation are bonds of the highest 
grade. Sound railroad and public utility 
securities have moved up quickly during 
the past few weeks, whereas industrials, 
foreigns, and other speculative issues have 
either dropped off or barely held their 
own. 


N FEATURE of the present bond 


To put it on a price basis we see that 
gilt-edge bonds that were selling a few 
weeks ago to yield 4.90 are now on a 4.80 
level. 5.25 is the best that can now be 
gotten from issues that offered close to 
5.40 earlier this year. Even the better 
medium grade bonds are showing a cut in 
yield that averages about 1/10 per cent. 
This decline in return is equivalent to an 
advance in market prices ranging from 
three to five points. 


Thus it is clearly demonstrated that the 
easing of interest rates is not due pri- 
marily to the flood of surplus working 
capital seeking temporary employment. 
There is much stronger evidence that the 
underlying force is the rapidly increasing 
supply of funds for permanent investment 
on first-class security as well as the pros- 
pect of an increase in this demand. And 
it is further apparent that this supply is 
expanding more quickly than the supply of 
such accommodation. 


Under these conditions there is no rea- 
son to assume the risks inherent in indus- 
trial speculative bonds in order to obtain 
an attractive yield. History bears witness 
that the situation now developing can bring 
about an almost perpendicular decline in 
the price of capital and a corresponding 
advance in safe securities. It is not at all 
impossible that before the end of the year 
borrowers who can pledge topnotch secur- 
ity will be able to satisfy their require- 
ments on the offer of interest anywhere 
from 14 to % per cent under the present 
rates. But not, of course, while equiva- 
lent outstanding obligations offering a 
higher return are available. Since they 
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By THE BOND EDITOR 


must advance from nine to twelve points 
to reflect such a drop in yield, it is quite 
possible that they will show an average 
rise of ten points. 


Add to this profit a coupon rate of 5 
per cent, and the total return of nearly 


_16 per cent, on a bond now selling at 95, 


will completely overshadow the now ap- 
parently desirable yield from some essen- 
tially speculative issue that may have ad- 
vanced in the meantime some three or 
four points purely as a reflection of the 
broad upward trend in the sounder securi- 


ties. A most unusual situation for good 
profits in safe securities now presents 
itself. 


Another natural sequence of the trend 
toward lower interest rates will be the 
gradual disappearance of high coupon 
bonds. We have already seen the passing 
of most 7 per cent and 8 per cent obliga- 
tions that were issued in the years just 
following the war in amounts that totalled 
billions. 6s and 6%s are already being 
refunded with lower coupon issues and 
with further easing of the money situation 
it is probable that the ranks of the 5%s 
will be thinned out. 


Investors who are primarily interested 
in a high return must beware. Particu- 
larly in cases where redemption features 
are arranged on a declining scale is there 
danger of having the present attractive in- 
vestment position suddenly wiped out. 
Many high coupon bonds now sell at prices 
that afford a most favorable yield to ma- 
turity, but when figured on the basis of 
the earliest redemption possibility the 
issue loses all attraction. 


In much the same manner it can be dem- 
onstrated that short term bonds are no 
longer desirable holdings. They represent 
an assured yield to maturity but that is 
all. When the possibilities of appreciation 
in long-term issues is considered it is hard 
to find any ground on which to justify 
retention of the earlier maturities because 
reinvestment at that time will present a 
dificult problem. 


Last week we pointed out the issues 
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which are most suitable at this time. It 
is our purpose here to indicate the types 
which should be eliminated where now 
held. In general they fall within the three 
classes described above. Below we offer 
examples of typical exchanges that 
should prove profitable under present cir- 
cumstances : 


From Chicago & N. W. Ry. sec. 7s, 
1930 at 107%, 4.91 to Chi. & West In- 
diana 4s, 1952 at 87, 5.10. 


The two issues here illustrate clearly 
the desirability of switching from short to 
long-term issues. Evidently the C. & 
N. W. 7s must decline gradually as their 
maturity date draws nearer. Not only do 
the C. & W. I. 4s offer a slightly more 
attractive yield at present prices, but after 
making the exchange each point that they 
advance within a year will represent an 
additional return of 1.20 per cent on the 
invested capital. Both issues are non- 
callable. 


From Tidal Osage Oil Co. 7s, 1931 at 
10354, 6.17 to Union Oil Co. of Cal. 6s, 
1942 at 10534, 5.49. 


Here is a typical instance of the basic 
influence of call prices. There is little 
choice between the two issues in point of 
investment strength, as both are among 
the best class of industrial bonds. At first 
glance the Tidal Osage 7s would appear 
to be the more desirable. However, they 
are now callable at 10314 and after August 
1, 1926, can be redeemed on thirty days’ 
notice at 103. Assuming that they were 
to be called on October Ist, the actual 
yield to redemption would be only 5.55. 
The Union Oil 6s on the other hand are 
not callable, and it is reasonable to as- 
sume that their market price will ulti- 
mately reach a 5 per cent basis. The 
enhancement in market value under these 
conditions would be a good bit more 
profitable than the difference in yield in 
favor of the Tidal Osage 7s even if the 
latter were not-called before maturity. 


From Brooklyn Edison gen. 5s, 1949 at 
(Please turn to page 606) 
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South American Bonds 


@ Reasons for early defaults by Latin American borrowers: Political con- 
ditions often misinterpreted ; 


@ Conditions in the South American republics have been radically changed 
in the last few years; 


@ Some of the South American bonds have possibilities. 
@ There is urgent need for discrimination in making a selection from among 


these issues; 


HILE we must admit that South 
W American debtors have not al- 

ways accorded what one would 
consider an equitable treatment to their 
creditors abroad, we cannot help thinking 
that blame for such “breaches” of con- 
tract cannot be placed solely upon the 
countries in question. The “bankers” who, 
taking advantage of temporary difficulties 
in which the borrowing government may 
have found itself, agreed to extend credit, 
but imposed such ruinous terms, as they 
themselves could not possibly expect the 
debtor to live up to, are at least equally, 
if not more, to blame. Who, for instance, 
would condemn a country for defaulting 
on a debt on which it had received only 
about 50 per cent of par, although obliged 
to pay interest at very high rates on the 
full par value amount of the loan? 


Political Condition 

Latin American nations have often been 
accused of preferring to decide issues by 
the sword rather than by the ballot. Rev- 
olutions are said to be a staple business in 
the southern hemisphere. Although this may 
have been true twenty or fifteen years ago, 
it is with very few exceptions no longer 
true today. Moreover, the so-called revo- 
lutions in South American countries look 
much graver in the foreign press than they 
actually are. To say that their seriousness 


By MAX WINKLER, Ph.D. 


Manager, Foreign Dept. Moody’s Service 


is very grossly exaggerated is to express 
it mildly. O. Henry’s “The Fourth in Sal- 
vador” would appear to have presented the 
situation much more intelligently than 
many of our so-called experts on South 
American politics. The departure of some 
twenty Salvadoreans after an insignificant 
altercation with two Americans is hailed 
as a glorious defeat of the rebellion 
against the existing administration. 


Status of South American Loans 

In the foregoing we endeavored to at 
least partly account for the seeming aver- 
sion to South American loans. It is also 
quite probable that this attitude on the 
part of our investors was greatly aided by 
the encouraging recovery of Europe, with 
the result that attention was directed to 
European bonds which promised to hold 
forth better possibilities for profit, To 
be sure, many European issues, especially 
those which are traded in on our markets, 
continue to be regarded very favorably 
from the point of view of investment merit 
and prospects for further appreciation in 
value. However, this does not mean that 
European loans are to be endorsed un- 
qualifiedly and that purchases thereof 
ought to be made promiscuously. In the 
same way South American issues should 
not be treated as one class and warned 


against, for among these issues too there 
are such as are deserving of the attention 
and consideration of the investor. Issues 
floated in this market which come within 
this category are in the order of our 
preference, those of the Governments of 
Argentina, Chile, Uruguay, Colombia, Bra- 
zil, Peru, and Bolivia. Salient features 
pertaining to these countries are presented 
in the accompanying table. 


Of the seven Republics used in this ex- 
hibit, Brazil is by far the largest both in 
area and population, although Uruguay, 
which is the smallest in area, has a popu- 
lation density of nearly twenty-one to the 
square mile, which makes her the most 
densely populated country of those used 
in our study. The lowest population dens- 
ity is found in Bolivia, amounting to less 
than six, comparing with that in Argen- 
tina of eight, that in Peru of more than 
eight, Brazil of over nine, Colombia of 
thirteen, and Chile of fourteen. 


Debt and Wealth 


Uruguay also enjoys the distinction of 
having the heaviest per capita indebtedness, 
aggregating some $127, of which about 
$91, or 71.7 per cent represents external 
debt, held largely in Great Britain and in 
this country. Although Argentine’s debt 


(Please turn to page 604) 








Area (in sq. miles) 


Salient Features About South America 


Argentina Bolivia Brazil 
1,200,000 514,500 3,300,000 





Population 





Density of Population 


9,500,000 3,000,000 31,000,000 





Total Debt (per capita) 


8.0 5.8 9.4 
$100 $16 $30 





External Debt (per capita) 


$33 $9 $20 





Percentage of Total 





Wealth (per capita) 


33.0% 56.3% 66.7% 
$1,450 $660 $530 





Percentage of Debt to Wealth 


6.9% 2.4% 5.7% 





Favorable Trade Balance (in millions) 


Budget Deficit (in millions) 


Ratio of Metallic Reserve to Notes in Circulation........ ... 


78% 63% 15% 
$8* $18 $82 





Favorable Trade Balance with United States (in millions) 


$60.7 $5.0* $68.6 





*Denotes adverse balance. 








$4.9 $25.0 


**Import figures employed in total represent “official” values, ie, such as are arbitrarily fixed by the Customs Houses 
for assessment duties; they often constitute about one-half of “commercial values.” 


Chile 
290,000 
4,000,000 
14.0 
$65 
$57 
87.7% 
$840 
7.8% 
39% 
$110 
$49.7 
$8.0 


Colombia Peru Uruguay 
440,000 722,000 72,000 
7,000,000 6,000,000 1,700,000 
15.9 8.3 23.8 

$4 $11 $127 
oe 
75.0% 45.5% 71.7% 
$270 $300 $1,100 
1.5% 3.7% 11.5% 
66% 85.7% 94.1% 

$18 $28 $4.7** 
$22.0 $5.7* $5.2* 
$1.0 $3.7 
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By THE OBSERVER 


Over an irremovable economic ob- 


England’s _ stacle British organized labor has 
General entered on a struggle which can only 
Strike end in disaster to it, if prolonged, 


through blind refusal to look at the 
stern facts. By calling a general strike British labor 
foolishly assumes it can throw such terror into the 
minds of the public and the Government that both will 
be compelled to capitulate. 


The sympathy of mankind is always lined up with the 


human aspiration of the manual worker to obtain from ° 


his labor a living wage, but at the same time it contends 
its realization must be brought about through peaceful 
means and not by the bludgeon or by making the inno- 
cent suffer great inconveniences. This is exactly the 
end served by a general strike. 


Mining of coal in England has become an over- 
balanced industry. There are too many miners and 
mines, resulting in a constant overproduction, making 
competition so keen the margin of profit shrinks to a 
point where wages must suffer. This is a competitive 
ailment that cannot be permanently cured by govern- 
ment subsidies. The longer it is prolonged the more 
severe the disease grows. Mine owners cannot be 
expected to involve themselves in bankruptcy by paying 
wages their properties cannot earn, and the public 
eventually will rebel with equal force against any pro- 
gram to make up the deficit through government sub- 
sidies, for this method is but an indirect tax. 


Relying upon an inequitable defense the British 
unions have undertaken a general strike that must fail. 
But this is not the only danger they involve the cause 
of labor in, but they enter into a struggle which Prime 
Minister Baldwin has correctly described as coming 
nearer to a revolt against organized government than 
anything has approached in centuries. 


France has come to terms of settle- 


France ment of her war debt to us and all 
Comes To that now remains is for our Senate 
Terms and the French Government to 


ratify the transaction. 


That they 
will do so is generally expected. 


Now that the signature of France is to be fixed to 
the dotted line, thereby promising to settle her obliga- 
tions, within a prescribed term of years, Secretary 
Mellon has about completed the titanic job of conclud- 
ing the negotiations with most of the nations under 
war debt obligations to ourselves. 


There are twelve countries under written promises 
to pay us. The full amount, we will finally receive 
from these nations approximates $22,048,362,313, in- 
cluding interest. This sum is more than our national 
debt, and were this money now in our possession Con- 


gress would not have to worry about tax revenue bills. 
However, we will not receive this money, or the larger 
part of it, for quite a number of years to come for the 
payments at the beginning are nominal, increasing grad- 
ually year after year. The benefit of this money will 
accrue to America’s future generations. 


It may so happen that in the sixty years which will 
intervene before the payments are completed situations 
might interject themselves, which would interfere with 
the full settlement. But with such prospects the pres- 
ent generation cannot deal. We should be satisfied 
with the good intentions to pay expressed by the agree- 
ments entered into—this is all that can be asked of a 
debtor, whether it is a nation or he is an individual 
where good faith is shown on both sides: 


In two separate directions steps have 


Building been taken towards stabilizing our 
Up Our important industries on sane and 
Fences constructive grounds. The indus- 


tries to which these remedial meas- 
ures are to be applied are, sugar and copper. 


In Cuba the sugar plantations have been financed 
largely by American capital, hence we regard the is- 
land’s sugar as a part of our own. A plan of curtailing 
new planting has been inaugurated as the sensible 
method of curing over production. Economically this 
is the soundest cure to correct a price leveling surplus- 
age. The Cuban planter is in a mood to accept this 
correction for he has found out he can make no profit 
from his sugar on the prices for which it has been 
selling during the past year. 


In turn American copper producers have organized 
for their industry a copper export trading company on 
a much more comprehensive scale than a previous or- 
ganization of similar character. It is intended to be 
world wide in scope by affiliating with it the principal 
copper companies of foreign lands. Through such an 
alliance it is expected to ward off cut-throat compe- 
tition by maintaining production on a normal basis and 
prices on a profitable level. 


This has already been done in the rubber industry 
with the help of Great Britain. Before the output of 
rubber was controlled through the Stevenson plan the 
rubber market was demoralized, a condition that affected 
all the allied industries. Within a year a complete 
change occurred, so much so, that rubber rose to a 
high price from which it had to recede again because 
it was artificial, but it never fell back to a figure 
that excluded a profit to the producer. 


Now every effort is to be made to put sugar and 
copper on a more profitable footing. Its effect should 
make itself felt quickly on these two important com- 
modities. 








Bank Guaranty in Collapse 


@ On paper, a system, that would insure depositors against loss presented 
wonderful possibilities, but like many other such schemes it was not of 
sufficient strength to combat established economic laws; 


€@ While there were no bank failures it held up, but when the emergency 
for which it was intended arose, an entirely different picture was pre- 


sented. 


theory running against economic 
law is exhibited by the collapse of 
the bank guaranty in Kansas, following 
two years after the same experience in 
Oklahoma. Both states entered on the 
plan with high hopes and, in a fervor of 
political excitement, adopted what they 
thought would put a stop to bank losses, 
forever insure depositors against loss and 
altogether place banking in an impregnable 
position. Both were the outcome of a 
surge of enthusiasm for the government 
going into business and in the mood of the 
western public. at that time there was a 
quick acceptance of the idea. 

Kansas did not go so far as Oklahoma, 
which compelled every state bank to sub- 
mit to assessments to maintain a fund for 
paying the losses of failed banks. It al- 
lowed the state banks to go in or stay 
out. When the law was adopted in 1909 
there were about 1,000 banks eligible to 
entry; only 700 went in. They were as- 
sessed one-twentieth of one per cent to a 
maximum of five times a year with the 
intention of keeping a fund of $500,000 to 
meet losses. To make certain that they 
would pay they were compelled to deposit 
with the state bonds to the amount of 
$500 for each $100,000 of guaranteed de- 
posits less capital and surplus. 
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By C. M. HARGER 


The theory that the system would make 
depositors safe and that banks would prof- 
it by the stability of their deposit account 
seemed good on paper but when it came to 
a test it did not work as expected. Of 
course, with no failures, or very few, it 
succeeded, but when there came after 1920 
over 100 failures, two-thirds of them of 
guaranteed banks, it began to bring wor- 
ries to the guaranteed list. They com- 
menced to withdraw, or attempt so to do. 
The bank commissioner said that they must 
forfeit their bonds and pay all assessments 
due to depositors of failed banks before 
they could be released. They took the 
matter to the supreme court, which a few 
days ago decided that while they must lose 
their bonds they cannot be held for assess- 
ments after withdrawal. Of the 630 banks 
left in the guaranty fund the larger part 
will withdraw immediately, taking effect 
after six months. By a ruling of the at- 
torney-general they must also lose the in- 
creased value above par on their bonds and 
can only take action to withdraw by action 
of their stockholders. 


Only $17,966 On Hand 


Altogether over $10,000,000 in certificates 
to depositors have been issued. At the 
last statement $5,484,652 of these, with 
$685,506 in accrued interest, at six per 
cent, were outstanding. Here was a claim 
against the fund of $6,169,000 and in the 
fund was $17,966 in cash with which to 
pay. Of course there were the assets of 
the failed banks, of which about fifty yet 
were in the bank commissioner’s hands. 
These were estimated to be worth $2,236,- 
000, but the estimate is disputed by the 
plaintiffs in the case, the banks trying to 
withdraw, which say they are not worth 
over $1,000,000. Certainly the experiences 
of the sale of failed banks’ assets have not 
indicated that any surprise in the large 
size of the receipts is likely. It is figured 
that with only $350,000 available by the 
maximum of assessments annually and the 
interest piling up on the certificates issued 
and held by the people of the state, it would 


take over 100 years for the fund to pay 
out. 


Then there is the $1,000,000 of bonds 
held as evidence of good faith which the 
supreme court decides can be forfeited. 
So the fund has something like $3,000,000 
with which to pay its deficit on the certifi- 
cates held by the depositors of failed banks 
to the amount of over $6,000,000, includ- 
ing interest. Nobody knows just how 


much. will be realized out of the assets 
and the deficit may be much greater. 


Sane System in Liquidation 

The disastrous end of the guaranty law 
has come out not entirely because of bad 
management but because there were too 
many banks and the deflation period made a 
strain that scores could not withstand. The 
bankers claim, too, that it led to careless 
banking and that institutions were organ- 
ized by persons with no banking experi- 
ence, yet who, because of the supposed 
guaranty of the deposits, gathered in the 
customers while the carefully managed 
bank was scarcely on an equal in the minds 
of many. Like other states there has been 
difficulty in securing adequate force for 
examinations and banks were allowed too 
long periods between investigations and 
when examined it was not always by those 
fully competent. 

One of the features of the hundred 
bank failures that have taken place has 
been the system of receiverships used un- 
til last year. Each bank had a separate 
receiver, most of them had an attorney, the 
salaries ran into thousands and all sorts 
of expenses from drug store bills to pants- 
pressing went into the cost of closing a 
bank. It was not unusual for a small 
country bank to have an attorney at $500 
a month; relatives of receivers were on the 
pay roll; assets were disposed of at 
ridiculous figures. The legislature appro- 
priated $25,000 to investigate these prac- 
tices. The new bank commissioner, Roy 
L. Bone, cleaned house. He discharged 
every receiver and put all the banks un- 
der one receiver with clerks to help him, 
cutting the expense in two. He abolished 
politics in selecting employes and made it 
a business administration. All assets are 
sold at public sale after advertising in- 
stead of privately. 


What Happened to Banks 


No clear understanding is general as 
to the actual events that made it impos- 
sible to maintain a guaranty fund sufficient 
to meet the losses of failed banks. One 
of the easiest things on earth during the 
expansion period was to start a bank. 
Capital as low as $10,000 was easily se- 
cured from farmers and townspeople who 
saw a high dividend rate in sight and were 
rather flattered by the prospect of being 
a bank stockholders. The directors were 
often men of no banking experience and 


-usually the management was left to the 


(Please turn to page 605) 
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ILLIONS 

lost in ra- 
dio stocks. This 
depressing infor- 
mation is capital- 
ized into a lead- 
ing article by one 
of our daily 
financial ublica- 
tions as if it 
were a strange 
phenomena. But 
there is nothing 
new in the out- 
come of this 
boom. It has 
ended no differently than the Florida real 
estate boom, or any other boom in the past. 
This publication estimates that the loss to 
the public in radio stocks, represented by 
the market depreciation from their peak 
prices, is, approximately $121,000,000. That 
money was not really lost, it was recklessly 
thrown away on values that from the be- 
ginning were fictitious. Real intrinsic 
worth can no more be made out of watered 
expectations than a silk purse can be woven 
out of a sow’s ear. Out of the mass of 
radio stocks promoted and sold during the 
boom in this new industry but a beggar’s 
guard remains. The leader of them is 
Radio Corporation of America, but that 
company did not primarily depend on the 
amusement side of the business. It stakes 
its future on the commercial development 
§ of radio. In this direction is where the 
greatest evolution in this, the newest of 
our practical sciences, will occur. 





* * * 


HAvNc found E. H. H. Simmons a 

capable directing president of their 
institutions, the members of the New York 
Stock Exchange have re-elected him for a 
third term. In not dropping their pilot 
they exercise excellent discretion. Simmons 
is a good talker. He has the knack of get- 
ting his message over to the public. By 
n0 means is this an easy job for the 
Stock Exchange is a shining target of 
criticism, whenever the state of the coun- 
try’s finances is not just, to the liking of 
the radicals, or whenever the stock mar- 
ket sells down instead of moving up. Mr. 
Simmons has also acquired the reputation 
of sincerity in his efforts to introduce re- 
forms in the stock business. It is a proc- 
ess which takes time. Rome was not 


built in a day. Neither can a program of 
constructive reform be installed over night. 
As long as it is known that the tendency 
is in this direction progress can be re- 
ported. 
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bee attitude taken by J. P. Morgan 
and Charles Steele while the negotia- 
tions for the sale of the White Star Line 
by the International Mercantile were pend- 
ing was commendable. As directors of 
the steamship company and as partners of 
Morgan & Co. they occupied a dual position 
with the London branch of their banking 
house, representing the English shipping 
concern which wanted to purchase some 
of the International Mercantile Marine’s 
property. By eliminating themselves from 
all the discussions relating to this offer 
they left the other directors to freely 
consider the proposition on the basis of 
what was for the best interest of the ship- 
ping company’s security holders. The posi- 
tion these bankers assumed removed them 
from criticism even from those superfi- 
cially inclined to credit directors with 
selfish motives when their acts fail to coin- 
cide with their own conclusions. 


* * * 


HEN United States Steel placed its 

common stock on a permanent 7 per 
cent annum dividend basis its action did 
not change the rate it has paid its stock- 
holders for several years. It simply con- 
solidated the extra 2 per cent with the reg- 
ular 5 per cent it was paying. This change 
of policy did have a good effect on in- 
vestment sentiment in which circle what- 
ever the Steel directors do is viewed as 
reflecting a sound and conservative opinion. 
Judge Gary has frequently said he would 
not recommend a higher dividend for Steel, 
though he was not averse to extras, until 
he felt confident it could be maintained 
once it was inaugurated. Now this step 
having been taken it is accepted as evidence 
that the conservative Gary feels it is safe. 
In a normal market the raising of Steel’s 
dividend would have given the optimists 
plenty of ammunition on which to work. 


* * * 


OMETIMES an internal fight breaks 

out in the street, out of which the 
public secures first hand and through def- 
inite facts an insight of the Machevilian 
methods employed to extract money from 
them without giving an adequate return. 
Such an instance recently came to my 
notice when a brokerage concern engaged 
in the promotion and sale of an oil stock 
fell out with the oil company’s promoter. 
The fight resulted in bringing the scheme 
to the attention of the state’s attorney gen- 
eral and acting on the authority of the 
Martin act his deputies secured a tempor- 
ary injunction, restraining further sales of 
the stock. The brokerage concern charges 
the promoter with double crossing them. 
He brings counter charges. It is one ot 
those cases where the pot is calling the 
kettle black. It so happens that neither 
one of the parties entertained any thought 
of allowing the public to benefit, for when 
the property was discovered to possess a 
potential value an effort was made to shake 
the public out of the stock after it was 
induced to pay a high price for it. The 
state is not interested in this private quar- 
rel. Its first duty is to protect the public 
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in one industry is un- 
sound. An income all 
from one company, no 
matter how strong, is an 
unsafe income. 
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and check such schemes whenever brought 
to its notice. 


* * * 


DO not.wonder that American bankers 
view the proposed scheme to refund 
the obligations of all nations by passing 
them over to private investors through the 
form of a bond issue, a pious dream of 


pious persons. The proposition is imprac- 
tical. Where could the billions necessary 
for this purpose be obtained unless it 
would be from American investors and the 
good sense of the nation would not permit 
such folly. We would hold the bag then. 
That is what European bankers and states- 
men would like to see happen—but they 
raise false hopes for themselves. 








Country Debt 


$417,780,000 
115,000,000 
13,830,000 
9,000,000 
4,025,000,000 
4,600,000,000 
1,939,000 
2,042,000,000 
5,775,000 
6,030,000 
178,560,000 


Belgium 
Czechoslovakia 
Esthonia 
Finland 


Italy 
Latvia 








How They Will Pay America 


The terms of settlement of war debts made by the United States with the 
various nations are shown in the following table: 


Total 

to Be Paid 
$727,830,500.00 
312,811,433.38 
33,331,140.00 
21,695,055.00 
6,847 674,104.17 
11,105,965,000.00 
4,693,240.00 
2,407,677,500.00 
13,958,635.00 
14,531,940.00 
435,687,550.00 
122,506,206.05 


—Interest Rate— 
Initial Final 
77-100% 314% 

3Y2 

3Y% 

3% 

3% 














New Building Under Way 


EMOLITION of historic Mills Build- 

ing, once world’s largest office build- 
ing, commences this week to make way for 
erection of the new Equitable Trust Com- 
pany Building. 

At the time of its completion in 1882, 
the Mills Building, a twelve-story red brick 
structure, was regarded as the largest and 
most modern office building in existence, 
The Mills Building has been the business 
home of many noted individuals and firms, 
Prominent among them was Grover Cleve. 
land, who maintained offices in the build- 
ing during the interval between his two 
terms as President of the United States and 
after his retirement from office. 











Equitable Trust Building 


The new Equitable Trust Company build- 
ing will be a 36-story structure, simple tut 
massive in design, about 546 feet in height. 
Its site is in the heart of the financial dis- 
trict, opposite the New York Stock Ex- 
change and adjoining the handsome struc- 
ture of J. P. Morgan & Company. 

The new building will have three en- 
trances: 35 Wall Street, 15 Broad Street, 
and 51 Exchange Place. Fronting on these 
principal thoroughfares of the financial dis- 
trict and surrounded by comparatively low 
structures, the new building will be not 
only very accessible, but favored with an 
abundance of natural light and ventilation. 
It will embody many new and modern ideas, 
in business convenience and utility. 

The main building will be equipped with 
27 high speed elevators of the latest type 
controlled by automatic push button floor 
stops. The elevator system has been s0 
planned that cars will be equally convenient 
and accessible from all entrances and a 
solution has been found to the common 
problem of corridor congestion. The build- 
ing’s freight elevators will have a special 
freight entrance on Exchange Place. 

It is expected that the building will be 
completed by the spring of 1928. It will 
cost in the neighborhood of $14,000,000. 
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Increased. Income Yields 
(Continued from page 589) 
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half per cent. The dividend return ex- 
pressed in per cent on sound common 
stocks tends to shrink in proportion. 


When Doctor Max Winkler, head of the 
foreign investment service of Moody’s, 
went abroad, THE FINANCIAL WorLD com- 
missioned him to prepare for its readers 
a comprehensive series of articles analyz- 
ing the financial status, currency systems, 
and bond isues of the principal foreign 
countries. 

We could not have entrusted such a great 
responsibility in more capable hands. Dr. 








1926 Analysis 


S. S. Kresge 


Company 


A leading factor in the 
chain store field 





Such an evolution can only come in re- 
sponse to the pressure on securities from 
our surplus wealth. If the nation continues 
to pile up money during the next twenty 
years as it has since the conclusion of the 
war, we may see ourselves exactly in the 
position Great Britain was in at one time 
when her consols sold on a 2% per cent 
yield basis. 


Possibly in less than 20 years. 
This very tendency THE FINANCIAL 


Winkler is regarded as one of the leading 
authorities in the country on international 
finances and bonds. His articles have ap- 
peared in THE FINANCIAL WorLp for more 
than a year now. One of the concluding 
numbers of his series appears in the cur- 
rent issue. 

These articles have served to educate the 
readers of THE FINANCIAL Wortp with 
the various points of importance connected 
with foreign investments. 


The number of stores in operation, 
gross sales, profits, and business 
outlook are reviewed in our special 
1926 analysis. 


Copies will be sent to investors 
upon request for Analysis H-250. 





Memill. Lynch & Co. 


Members New York Stock Exchange 


They have 120 Broadway 11 East 43rd St. 
Wortp has noted for more than a year. It clearly pointed out the financial position of New York 
could see American capital flowing into the countries whose status Dr. Winkler has Chicago Detroit nT 
other countries in large volume because the appraised. Denver Los Angeles 


more adventurous investors, not content 
with 6 per cent to which conservative in- 
vestors had become accustomed, found they 
could do better with their capital abroad 
than they could do at home. 


His series is now supplemented by this 
article, calling attention to a list of twenty 
foreign bonds, which the Doctor was asked 
to select as the cream of such offerings. 
This list is now presented for the considera- 
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enable the thrifty to diversify their 
holdings in times like these. 
Twenty Selected Foreign Bonds We give the same careful attention 
to large or small orders for securi- 
Moody Issue Approx. Callable ties. 
Rating Short Term Price Yield Features Our free booklet on trading methods 
Aa Japanese Govt. Sterling 4s, 1931........ 863% *6.48 100 > equnely bapa sem 
A State of Bavaria Serial 614s, 1926-9.. 100to 9714 6.50 100 in ’30 Ask for Booklet K-8 
7.32 
A Tokio Electric Light Co. 6s, 1928....... 98 698 100 CHISHOLM & (HAPMAN 
Medium Term 
A Kingdom of Hungary 7%s, 1944.......... 955% 7.96 100 in ’34 (1) Manes Suey Tete Haak eens 
A Czecho Slovak Republic 7%s, 1945...... 97% 7.86 105 52 Broadway, New York 
A Saxon Public wate 7s, 1945 (State Philadelphia Office, Widener Bldg. 
Guar.) 95% 7.43 105 in ’30 cements 
Baa Dept. of Antioquia 7s en 91 7.92 102% in ’35(4) 
Long Term 
Aa Kingdom of Belgium 7s, 1955.............. 9414 7.46 107% 
Aa Japanese Government 6%4s, 1954.......... 9434 6.92 100 in °39 (1 BR oe h 
Aa Oriental Devel. 6s, 1953 (Gov. Guar.) 88 6.99 none i Yr itis 
Aa Argentine 6s, 1959 983% 6.11 100 (3) = 3 
Aa German Government 7s, 1949......... 102% 679 105 Strike : 
A Toho Electric Power 7s, 1955................ NY 7.74 100 
A City of Greater Prague 7%4s, 1952... 97% 7.74 102 in ’32 (5) What does the British 
A City of Berlin 6%4s, 1950 87 7.69 100 in ’30 (1) Crisis mean to American 
A Electric Power Corp. of Germany — , Markets? 
6%s, 1950 8834 751 100 Should the owner of se- 
Baa City of Tokyo Sterling 5s, 1952............ 69 *7.48 (2) — ignore British de- 
Aa Manila R. R. Extended 4s, 1959 Gana: cats Geisantedt 
(Gov. Guar.) 6614 6.47 110 
Semi-Speculative Dupe Cee enetiom 
A German Gen. Elec. 634s, 1940 (Stock pio ace 
rights attached—selling above in- McNeel’s Service 
vestment basis) 97% 6.78 102% in’31 Send for it at once 
Baa Hungarian Consol. Mun. 7%s, 1945... 8714 8.87 102 in ’30 
Baa Leonhard Tietz 7%s, 1946 (stock Ve VV VV VV 
rights attached) 95% 796 105 in ’31 (MSN Ele al US 
(ee 
*Approximate yield figured to 97.20 as parity. a CIAL SERVIC cE 
(1) or for S/F now by purchase or call. ema 
(2) S/F purchases or redemptions not over par. : 
(3) S /F only—not as a whole. Send Free Bulletin SW-4-18A 
(4) also semi-annual drawings now at 100. 
(5) or. for S/F now by purchase or call at 110. 
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tion of such investors who seek opportuni- 
ties for increased income yieids—such re- 
turns as our own prime investments no 
longer provide. 

These twenty bonds produce an income 
yield well over 6 per cent per annum. 
Quite a number go over the 7 per cent 
basis. Doctor Winkler has rated these 
bonds. I wish to point out clearly that 
these ratings apply only to securities of a 
similar character. The comparison is made 
in this manner to bring out the gradation 
of security compared to other foreign 
bonds. 

The high yield these securities bring tell 
their own story. It is possible to secure 
them because America is a newcomer as a 
national investor in international bonds, 
hence its confidence is not yet built up to 
that degree to which Great Britain finally 
attained when she occupied the position of 
world banker. 

But as we progress our confidence will 
grow and then it can only be disturbed by 
serious international complications. This 
possibility must be left to the fates. All 
we can see is that no such cloud now dark- 
ens the horizon. 

Should the next twenty years turn out to 
be a normal cycle free from serious con- 
flicts there are then excellent possibilities 
for such selected foreign investments as the 
above twenty can be classified, selling on u 
much higher price basis, for they will be 
better absorbed and there will be an in- 
creased demand for them among investors 
who are now more or less timid in sending 
their capital abroad. 








South American Bonds 
(Continued from page 598) 
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is also relatively heavy, at about $100 per 
capita, of which about one-third is ex- 
ternal, the total represents only some 6.9 
per cent of her national wealth, while the 
debt of Uruguay is about 11.5 per cent of 
the country’s estimated riches. Brazil’s in- 
debtedness at $30 per capita, of which 
about 72 per cent is external, would appear 
light. It should, however, be borne in 
mind that a per capita computation does 
not possess much significance in the case 
of Brazil, due to the large number of 
Indians and other half or wholly uncivil- 
ized tribes within the vast confines of the 
Republic. However, when compared with 
her wealth, of which her indebtedness rep- 
resents less than 7 per cent, it is manifest 
that the Republic has by no means over- 
borrowed. 


Bolivia’s debt position appears also sat- 
isfactory. Her total per capita debt of 
only about $16, of which mure than half 
is foreign, represents less than two and 
one-half per cent, of her wealth. Chile 
ranks third in per capita debt, which totals 
$65, of which about $57 or 87.7 per cent is 
foreign, the total representing 7.8 per cent 
of her national wealth. Peru’s national 
debt of $11 per capita, of which $5 is ex- 
ternal, represents 4 per cent of her wealth; 
while Colombia’s per capita indebtedness, 


amounting to only $4, is lower than that 
of any other country used in the exhibit, 
and represents only 1.5 per cent of her 
estimated wealth. Of the total 75 per cent 
represents foreign indebtedness. 


Trade 


In point of foreign trade, a most en- 
couraging picture is revealed. Of the 
seven countries, five report a substantial 
excess of exports over imports, the larg- 
est surplus being recorded by Chile, fol- 
lowed by Brazil, Peru, Bolivia and Colom- 
bia, in the order mentioned. Due to the 
peculiar way of reporting trade statistics, 
Uruguay also shows a favorable balance 
of merchandise aggregating some $5,000,- 
000 for the past year. The foreign trade 
of Argentine, which in 1924 was heavily 
favorable, was in 1925 again adverse to the 
extent of more than $8,000,000. However, 
the outlook for the current year appears 
promising. 


Financial Record 


Although we are of the opinion that no 
undue stress should be placed upon the 
past financial history of Governments, es- 
pecially when defaults were brought about 
largely by conditions referred to above, it 
is nevertheless of interest to briefly men- 
tion the past record of the countries in 
question. 


Due largely to over-borrowing, Argen- 
tine was obliged to default on her eXternal 
debt in the early nineties. An agreement 
was entered into with the country’s bond- 
holders, and the Republic’s record has been 
entirely satisfactory for more than a gen- 
eration. Her credit in the world’s market 
is now held in high esteem, and there is 
no reason to doubt the ability and willing- 
ness of the Government to continue to meet 
the service on her obligations promptly and 
regularly. 


Twice, since the founding of the Re- 
public, Brazil has found it necessary to 
temporarily defer interest and sinking fund 
on her external loans, and even today 
amortization on some of Brazil’s external 
loans (held largely in England) is in sus- 
pension. Resumption of full service is 
scheduled to commence in 1927. The serv- 
ice on the dollar debt has been met 
promptly and the outlook is for the con- 
tinuation of this situation. 


Excepting temporary defaults in the 
early seventies, Bolivia’s record has been 
satisfactory. Even at times of great finan- 
cial difficulties such as prevailed during the 
early part of the war, foreign obligations 
were met promptly, although it required 
the curtailment of internal expenditure of 
the Government to do this. 

On account of conditions arising from 
the War of 1879, Chile found it necessary 
to temporarily defer amortization pay- 
ments on the country’s debt. There is also 
a record of default in interest in 1826, ex- 
tending to 1840. Chile’s record since has 
been good. 

Defaults on Colombian bonds have prob- 
ably been more numerous than in any of 
her sister republics on the American con- 
tinent. In 1821 the country’s first default 
on ‘her foreign debt was recorded. Colom- 
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pia defaulted again in 1822, and again in 
1826. Her bondholders were once more 
obliged to forego interest payments from 
1834 to 1844;“again from 1850 to 1854; 
and so it went all the way down to ‘1905, 
when the full service was resumed under 
a new agreement. In 1911 the Govern- 
ment, without the consent of its creditors, 
changed certain conditions of the 1905 set- 
tlement. Since 1911, however, her record 
has been satisfactory and the future out- 
look seems very promising. 

In the case of Peru, too, there have 
been instances of bad faith in her attitude 
toward the country’s creditors. Genuine 
defaults, to be sure, have been few. How- 
ever, we find that within the past few 
years, interest payments and sinking fund 
requirements on certain Peruvian loans 
were made only after considerably delay. 
It is only relatively recently that the Re- 
public has entered the American market 
for funds. On her borrowings here the 
service has been maintained promptly. 


Uruguay’s first default occurred in 1876, 
service being resumed in 1878. The coun- 
try defaulted again in 1891, and in 1915 it 
was found necessary to suspend sinking 
fund payment, which, however, have since 
been resumed. It is perhaps of interest to 
point out that the service on the 6 per cent 
Montevideo Sterling Loan, an obligation of 
the Republic, is at present being met at 
the rate of only 5 per cent, in accordance, 
to be sure, with an agreement with cred- 
itors. 

Conditions in South American republics 
have changed radically within recent years. 
The governments have at last come to ap- 
preciate the rights and privileges of cred- 
itors. Obligations are no longer contracted 
on terms, the carrying out of which would 
be impossible. Nor do we find the former 
tendency of constantly paying off loans by 
fresh borrowing without any consideration 
as to whether government revenues per- 
mit of such steps. It is hoped that the past 
will have proved an excellent teacher to 
South America, with the inevitable result 
that her loans will find increasing favor 
in the eyes of the foreign investors. At 
prevailing levels, the acquisition of dollar 
loans of South American governments dis- 


cussed in this study, is likely to prove 
profitable. 








Bank Guaranty 
(Continued .from page 600) 
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cashier or president who was the active 
head of the institution—and had perhaps 
been a grocer or farmer. Loans were made 
on a basis of inflated values which at the 
time seemed good. Then came the drop 
when the prices for live stock and land 
dropped fifty per cent or more. In the 
older parts of the interior, like Iowa and 
Missouri, the banks took second mortgages 
to allow their customers to handle land 
deals. The mortgages came due and the 
banks were compelled to take over the 
Property to save themselves. Missouri and 
lowa have no guaranty law—the former 
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state has had sixteen bank failures this 
year; it had about forty last year. These 
have come from the slow drainage of de- 
posits with no corresponding collection of 
loans possible. 


Kansas Had Troubles 
Kansas had the same kind of troubles. 


‘The guaranteed banks, nearly seven hun- 


dred of them or about one half the banks 
of the state, were bound to stand assess- 
ments to help pay the losses of the failed 
institutions. But failures kept reducing 
the number of banks that could be as- 
sessed. Likewise the interest at 6 per 
cent on the certificates kept piling up. The 
method of settling banks was to pay off 
all depositors in these certificates and 
take over the assets; then, as the bank 
estate was settled, pay off the certificates 
in part until all assets were exhausted and 
take the balance out of the guaranty fund 
—provided there was any money in the 
fund. As the deficit grew the banks’ 
anxiety increased and they saw ahead long 
years of payment and commenced to ask 
permission to withdraw. In many instances 
there were banks in small towns that had 


_ been managed as one-man banks, with cus- 


tomers turning over funds to the manager 
to buy bonds and perform other actions, 
all with no receipts and with no sight of 
the bonds. Somehow the fact of a guar- 
anty often seemed to lull the customer 
into a blind faith in the bank—but that 
sort of faith is not unusual in places where 
no guaranty exists. 


Getting Into Politics 


Along with the other features of the 
existence of part of the banks guaranteed 
and part without such protection for their 
depositors there arose a subdued but none 
the less positive antagonism between the 
bankers. The guaranteed list declared that 
the national banks and the other state banks 
were trying to ruin the guaranty law. They 
organized to secure the most drastic laws 
possible and many times amended the 
original measure. This was made one of 





the arguments of the banks attacking the 
law who claimed that it abrogated the 
original statute because it was a change 
in the contract. The court, however, held 
that the liability under the law was statu- 
tory rather than contractual and that the 
situation must be taken as at the time of 
the controversy. Not only did the dis- 
agreement between the two classes of 
bankers reach into the banking operations, 
with here and there effort to make the 
guaranteed bank appear the more solvent 
of the community, but it became a bone of 
contention in partisan politics. Governors 
were listed as for or against the law, 
though they had nothing to do with it ex- 
cept to see that the statute as it stood was 
obeyed. Already there are complaints 
from the opposition party that the present 
administration has “killed the law” and 
that there should be a change in order 
that “an adequate” guaranty law shall be 
fixed. 


Is the State Responsible? 


Then there is a small faction that holds 
that because the banks were under the 
state, the state is bound to meet the losses 
that the assessments could not repay. The 
state in no way assumed responsibility; it 
did not even compel banks to enter the 
guaranteed list; it expressly forbade the 
banks to advertise that they were guar- 
anteed by the state—though many tried to 
give an impression that such was the fact. 
It is extremely unlikely that the legis- 
lature will add two or three million dol- 
lars to the taxes for the purpose of pay- 
ing the losses of a limited list of banks 
that went voluntarily into a bargain to 
insure each other’s losses. 


“Guaranty” Loses Favor 


One effect of the decision, which is se 
keen a disappointment to thousands of 
holders of certificates, has been to make 
the word “guaranteed” somewhat unpop- 
ular. It was once before one of the 
slogans with which investments in far.n 
mortgages were offered to investors in se- 
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curities on Kansas farms. In that instance 
there was a day of reckoning and the 
mortgage companies that had used that 
form of approval of their offerings went 
it.to so general a bankruptcy that the term 
was in bad odor for years. Now that 
the banks, with all the skill they could 
devise have not been able to make good 
during a time when it was needed there 
is likely to be more unpopularity. 

The supreme court has also held that 
any irregularities in the notice to with- 
draw does not affect the depositors’ rights 
and also that the banks cannot take ad- 
vantage of any increase in worth of the 
bonds deposited. Just how soon there will 
be a complete disintegration of the guar- 
anteed list of banks is uncertain. That 
any more assessments will be paid is un- 
likely. Already, by the decision of the 
court, about twenty are out of the fund; 
on the first day after the decision twenty- 
five more asked how to get out. 

Not only in Kansas but wherever it 
has been tried, in some dozen western 
states, the guaranty law is losing steadily 
in favor among responsible bankers and 
has not measured up to the expectations. 
It has proved a handicap to well managed 
institutions and an encouragement to ir- 
responsible banking methods. Thorough 
inspection and supervision of banks to- 
gether with safe practices afford all the 
guaranty of deposits that can logically be 
expected—and these have worked more sat- 
isfactorily than any guaranty law yet de- 
vised. No more states will adopt the 
guaranty and eventually all those now in 
are likely to get out. 
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103%, 4.75 to Commonwealth Edison Ist 
coll, 5s, ’53, 10134, 4.90. 

Indicative of the opportunities that will 
reward careful following of changing mar- 
ket positions we submit the above. What- 
ever choice could be made on the point of 
security lies in favor of the latter issue. 
Furthermore there is good possibility of 
eventually making the reverse exchange on 
an equally attractive basis. 

From Amer. Smeltg. & Rfg. Ist 5s, 1947 
at 10034, 4.94 to Central Pacific guar. 5s, 
1960 at 101%, 4.88. 

Again call prices are the main point of 
consideration. The A. S. & R. 5s can 
hardly show much further appreciation in 
view of the fact that they become re- 
deemable at par in 1930. The Central 
Pacific 5s, on the other hand, are non- 
callable to 1935 and are therefore likely 
to reflect all changes in the price of capi- 
tal over the next few years. 

From Vertientes Sugar Co. lst ref. 7s, 
1942, at 98, 7.26, to Commercial Cable 
Co. 4s, 2397, 80, 5.01. 

This exchange is suggested in order to 
illustrate the advisable temporary switch 


from speculative bonds to gilt-edge secur). 
ties. Admittedly there is some prospect 
now that the sugar industry will eventually 
recover from its present slump and estab. 
lish its securities on a higher investment 
plane. But this is still a distinctly long. 
pull prospect, particularly in view of the 
evident downward trend in commodity 
prices. In the meantime the Commercial 
Cables 4s may easily move up close to par, 
That would be equivalent to a profit of 
close to 25 per cent on the funds trans. 
ferred from the Vertientes bonds. After 
taking down this profit it is more than 
likely that the latter could be repurchased 
not far above their present levels, in time 
to take full advantage of the actual spec- 
ulative possibilities. 

In addition to the recommendations 
made above we append a list of bonds that 
are no longer attractive because of restric. 
tive redemption features. The list is by 
no means complete but is typical of the 
issues that should be disposed of at this 
time. Suitable substitutions might be 
selected from the list of recommendations 
contained in last week’s issue: 

Alabama Power Co. Ist & Ref. 6s, 1951, 

Anaconda Copper 6s, 1953. 

Cleveland, Cincinnati, Chicago & &. 
Louis Rwy. Ref. & Imp. 6s, 1941. 

Consolidated Gas Co. of New York 
Deb. 5%s, 1945. 

Consolidated Gas of Baltimore Ist Ref. 
6s, 1949. 

Great Northern Gen. 5%s, 1952. 

Great Northern Gen. 7s, 1936. 

Liggett, Winchester Ley Realty Corp. 
Guar. 7s, 1942. 

Northern Indiana Gas & Elect. 1st Lien 
& Ref. 6s. 

Northern Pacific Rwy. Co. Ref. & Imp. 
6s, 2047. 

Ohio Public Service Co. Ist & Ref. 7%s, 
A, 1946. 

Peoples Gas Light & Coke Ist Cons. 
6s, 1943. 


Philadelphia Co. Ist Ref. & Coll. 6s, 
1944, 

Portland Rwy. Light & Traction Co. 
Ist & Ref. 714s, A, 1946. 

Public Service Elect. & Gas Co. Ist & 
Ref. 5%4s, 1964. 

Rochester Gas & Elect. Gen. 7s, 1946. 


Shawinigan Water & Power Co. Ist Ref. 
5i%4s, 1950 Series A. 


Southern Bell Telephone Co., Ist S. F. 
5s, 1941. 


Southern California Edison Co. Gen. & 
Ref. 6s, 1944. 


Spanish River Pulp & Paper Mills, 1s 
6s, 1931. 


Toledo Edison Co. Ist 7s, 1941. 
B. F. Goodrich, 6%4s, 1947. 


N. Y. Chi. & St. L, 2nd & Imp. 6 
1931. 


N. Y., Chi. & St. L ref. 5%4s, 1974. 
North Amer. Edison, sec. 634s, 1948 
Union Pacific, Ist 1 & Ref. 5s, 2008 
Pere Marquette Ist 5s, 1956. 

Solvay & Co. 6s, 1934. 
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paid on common stock. But by 1907 earn- 
ings had improved to such a point as to 
justify the inauguration of a ten per cent 
dividend rate. Since that time progress 
has been remarkably good. The recent 
record of profits were reached in 1918, 
when $18.64 was returned on common. Of 
recent years, 1921 was the poorest, when 
$12.29 per share was shown. 


Union Pacific has built up its large as- 
sets principally out of earnings, increas- 
ing its property and investment items in 
the past ten years by about two hundred 
and forty million dollars. In the past 
year alone road and equipment account has 
increased by $10,056,175 and investments 
by $10,792,780 accompanied by a decrease in 
funded debt of $839,130. 


Current assets shown on the December 
31, 1925, balance sheet amounted to $58,- 
995,597 as against current liabilities of 
$38,096,711. Cash alone totaled $29,031,- 
509. Total net working capital and in- 
vestments are equal to about 37 per cent 
of the entire capitalization of the road, 
and this figure is arrived at after writing 
off the cost of Chicago & Alton and other 
questionable securities. 


An attractive speculative element is 
added to Union Pacific’s common stock by 
the probability of a rate increase for the 
western roads. There is a strong prob- 
ability that an average of about 5 per cent 
will be granted, and tne effect of this 
would be that approximately $7,500,000 
would be added to the road’s income. This 
would be equivalent to about $3.35 a share 
on the common stock, which would bring 
share earnings up to about $18.75. Should 
an increase be confined to the Northwest 
only, Union Pacific would materially bene- 
fit, for a large portion of the road’s mile- 
age lies in that territory. 


So much for the railroad portion of the 
company. Let us now look at the invest- 


ment trust aspect presented by security 
holdings. 


Par value of the company’s investment 
account at the end of the year came to 
$252,136,297 and was comprised as fol- 
lows: Investments in affiliated companies, 
$49,203,552, investments in non-affiliated 
companies, $161,925,286, United States Gov- 
ernment securities, $41,007,489. The larg- 
est single holding is $31,725,000 preferred 
and common stock of Illinois Central. The 
Railroad Securities Company whose en- 
tire capital stock is owned by Union Pa- 
cific, also owns $12,972,000 in stocks of 
the Illinois Central Railroad making a 
total of $44,697,000. The next largest 
holding is New York Central—$22,700,000 
of common, 

Among other holdings are large amounts 
of stocks and bonds of proprietary, rail- 
road companies, other railroad companies, 
steamship and industrial companies and 
United States Government securities. The 
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Yakima Valley Transportation Company, 
an important holding, owns and operates 
electric railway lines in North Yakima, 
Washington. The San Francisco & Port- 
land Steamship Company, another holding, 
operates lines between Portland, Oregon, 
San Francisco and San Pedro. Other se- 
curities in the list are stocks of such roads 
as Baltimore & Ohio, Chicago & North- 
western, New York Central, St. Joseph & 
Grand Island, Pacific Fruit Express and 
Union Pacific Coal are its most liberal 
dividend payers. The former paid $2,400,- 
000 or 20 per cent and the latter $1,750,- 
000 or 35 per cent in 1925. 


Income from investments alone amounted 
to $15,439,435 in 1925, affording a current 
yield of 6.13 per cent. Of total earnings 
of $15.40 per share of common in the 
year just passed, $6.67 represents income 
from investments, leaving profits from 
railway operations of $8.73 per share. 


A segregation of investments from rail- 
road properties is a possibility especially 
in the event of a merger. 

Summing up the situation, in Union 
Pacific we have the stock of an efficient 
and well managed railroad with demon- 
strated earning power, in addition to se- 
curity holdings larger than a number of 
leading investment trusts. As for the rail- 
road, earnings are increasing and an in- 
crease in rates is not improbable. The in- 
vestment account lends a very stabilizing 
effect to earnings and for some years past 
each annual report of the company has 
suggested the possibility of a segregation 
of its railroad business from its investments 
in a manner profitable to stockholders. 

Union Pacific has been repeatedly rec- 
ommended in Mr. GUENTHER’s bargain 
lists. The common stock has given a re- 
markable account of itself thus far in 1926 
from the standpoint of market stability. 
With the forces of lower commodity prices 
and lower interest rates at work to bring 
about higher prices for its investment 
holdings and lower railroad operating costs 
the outlook from a fundamental standpoint 
is favorable. Assuming there should be 
a segregation of its investment holdings 
and assuming that its investment holdings 
should sell on a 5 per cent yield basis we 
get a valuation of $300,000,000 compared 
with a par Valuation of $250,000,000 on 
which 6 per cent is now being returned. 
This $300,000,000 valuation is well within 
the realm of probability if interest rates 
continue their decline and if investment se- 
curities continue their advance. This esti- 
mated valuation would figure about $130 
per share of common. In addition there 
is the rail earning power of around $9 
which might easily be substantially in- 
creased say to $12 during the coming years 
and make a fair value for the common 


stock after the investment holdings were’ 


distributed of around $100 per share, a 
possible future total of $230 per share. 
That is, of course, a long pull prospect 
but in the meantime the stock more than 
pays its board with an unusually high fac- 
tor of safety. A highly desirable combina- 
tion under existing conditions. 


ARE 
OIL STOCKS 
A BUY NOW? 


Industrial stocks, as a group, have suffered 
a drastic decline from their peak levels of 
February. Oils, on the other hand, have de- 
clined less than 10%. 

Oil production is not increasing materially. 
Prices are strong. First quarter profits are 
most satisfactory. 

Recognizing these individual conditions in 
oils, we have advised holding of sounder 
issues, like Harland, Texas and Skelly. 


FURTHER PURCHASES 
ADVISABLE? 


Do these conditions warrant further im- 
mediate and extensive purchases? Or, is it a 
time to discriminate carefully? Should the 
majority of oils now be avoided? Is liquidat- 
ing movement probable this summer, as & 
year ago? 

Because of this mixed situation. we are pre- 
senting to clients a detailed analysis of oil 
conditions and recommendations on _indi- 
vidual oil securities. Such an analysis should 
prove very valuable to all interested in oils. 
A few copies are available, FREE. 


Simply ask for FWM-8 
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141 Milk Street Boston, Mass. 
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Among the Bulls and Bears 
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Loew’s— 
Rating “A” 

Marcus Loew, president of Loew’s Inc., 
states in his judgment earnings of the 
corporation should be around $8,000,000 in 
the fiscal year ending August 31. If this 
estimate is realized it will indicate $7.50 a 
share earned on its common stock. He 
states that the Ben Hur picture cost $8,- 
000,000, which he expects to realize out 
of it, and that the Big Parade, which cost 
substantially Jess, should also net about 
$8,000,000. An appraisal is to be under- 
taken to bring realty holdings of this com- 
pany more in line with the present market 
value. 


Mullins Body— 
Rating “C” 

Mullins Body reports 87 cents a share 
earned in the first quarter of 1926, com- 
pared with 84 cents a share in the first 
quarter of 1925, 


National Cash Register— 
Rating “B” 

National Cash Register reports a lower 
net in the first quarter of 1926 than in the 
same period of 1925. Under the partici- 
pating provision of the stock, net profit 
for the quarter was equal to 80 cents a 


share on the combined A and B stocks, 
against 98 cents a share in the first quarter 
of 1925. 


Orpheum— 
Rating “B” 

It is now announced that B. F. Keith 
and Orpheum interests have acquired half 
interest in De Mille’s moving picture pro- 
duction. This is the first time these vaude- 
ville interests have become identified with 
production of moving pictures, a step 
which in all probability they should have 
taken much earlier. 


Remington— 
Rating “B” 

Remington has begun practice of report- 
ing quarterly earnings for which it is to 
be commended. Earnings for the first 
quarter of 1926 amounted to $5.29 on the 
common stock, compared to $3.98 in the 
first quarter of 1925. . 


U. S. Aleohol— 
Rating “C” 

A turn for the better in the alcohol 
market probably depends upon a turn for 
the better in the sugar and molasses mar- 
ket. Whether or not curtailment in Cuba 
will result in higher sugar and molasses 


prices, and in turn higher alcohol prices, 
still remains to be seen. At any rate, al- 
cohol prices firmed up somewhat during 
the past week in anticipation of higher 
molasses prices to be brought on by Cuban 
curtailment. 


U. S. Hoffman— 
Rating “B” 

U. S. Hoffman Machinery reports $1.24 
a share earned on its common stock in the 
first quarter of 1926, compared with $1,27 
on a somewhat smaller issue last year. 


Vivaudou— 
Rating “C” 
Vivaudou reports $1.31 a share earned 
on its common stock in 1925, compared 
with a deficit last year. 





Motors 





Dodge Brothers— 
Rating “C” 


Apparently entrance and exit of Graham 
Brothers into the Dodge Corporation has 
been an expensive experiment. The com- 
pany’s bankers announced recently that 
Dodge had issued an unpublished amount 
of notes which were disposed of privately 
to acquire remaining 49 per cent interest 
in Graham Brothers. 


Mack Truck— 
Rating “A” 
Mack Truck reports $3.32 a share earned 
on its present capitalization in the first 
quarter of 1926. The company’s gain in 
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net amounted to about $500,000 over the 
same quarter of last year. April is re- 
ported to have established a new high 
record for the monthly business for the 
company. 


Moon Motors— 
Rating “B” 

Moon Motors reports earnings of $1.03 
a share in the first quarter of 1926, com- 
pared with $1 a share in the same period 
last year. Officials expect that the $3 
annual dividend will be earned in the first 
six months. 


Willys Overland— 
Rating “C” 

Willys Overland profits for the first 
quarter of 1926 will be adversely affected 
by the changed policy leading to the sale 
of higher-priced cars. Net earnings are 
expected to be between 40 cents and 50 
cents a share on the common, compared 
with $1.20 a share in the first quarter of 
1925. It is expected, however, that earn- 
ings for the second quarter, with these 
charge-offs eliminated, will make a much 
better showing. 





Oils 





Mexican Seaboard— 
Rating “D” 

Mexican Seaboard reports 11 cents a 
share earned on its common stock in 1925, 
compared with $2.83 a share in 1924. The 
company apparently has given up the idea 
of being able to do much in Mexico, as it 
has obtained undeveloped leases in Texas 
and California. 


Mid-Continent— 
Rating “C” 

It is reported from Oklahoma that Mid- 
Continent petroleum, which has always 
been weak in its retail marketing facilities, 
will soon announce acquisition of a large 
number of retail stations. 


Shell Union— 
Rating “A” 

Shell Union reports $1.93 a share earned 
in 1925, compared with $1.74 in 1924. The 
company’s charges to reserves are more 
than double the dividends now being paid 
on the common stock. The company con- 
tinues in remarkably strong cash position 
with $26,000,000 of demand loans. In- 
ventories were increased about 50 per cent 
during the year. 


8. 0. of N. J.— 
Rating “A” 

It is expected that the annual report of 
Standard Oil of New Jersey will show 
about $5 a share earned on its more than 
20,000,000 shares of common stock. Earn- 
Ings last year were greatly augmented by 
the sharp gain in net reported by Humble. 
Earnings in the current year may be aug- 
mented by South American development. 
Standard Oil of New Jersey through Im- 
Perial Oil controls International Petro- 
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leum. The latter has a production of 
about 25,000 barrels daily in Peru and a 
pipe line has just been completed in Co- 
lombia which is capable of transporting 
40,000 barrels of oil daily, where developed 
production is about 37,000 barrels. An 
increase in the dividend on the stocks of 
all three of these companies appears to be 
in prospect. 


Superior Oil— 
Rating “C” 

Argument in the suit of Superior Oil 
minority stockholders, involving return of 
about $3,000,000 to treasury of Superior 
Oil at the expense of Atlantic Refining, 
which was won in the lower court by 
Superior Oil, has been concluded. The 
court has not yet announced its decision. 





Metals 





Anaconda— 
Rating “B” 

In 1925 Anaconda had by long odds its 
best year since the post-war inflation pe- 
riod, when earnings were equivalent to 
$5.84 a share on its comon stock, compared 
with $2.23 a share in its preceding year. 
The company, however, entered the year 
with extremely high inventories, amount- 
ing to more than $71,000,000 in metals and 
supplies, compared with $65,000,000 at the 
close of 1924. In 1923 the company’s 
cash position was improved through re- 
ceiving $20,000,000 on account of sale of 
Andes bonds. 


Chile— 
Rating “A” 
Chile reports net of $2.71 a share in 
1925, compared with $2.58 a share in 1924. 


International Nickel— 
Rating “A” 

International Nickel reports 73 cents a 
share earned in the first quarter of 1926 
compared with 69 cents in the first quarter 
of 1925 and 82 cents a share in the last 
quarter of 1924. With commodity prices 
generally on the decline it is questionable 
whether the company can show any sub- 
stantial improvement in net during the re- 
mainder of the year. The stock appears to 
be well adjusted to current earnings. 


Ludlum— 
Rating “B” 

Ludlum reports 74 cents earned on its 
135,000 shares of common stock in the 
first quarter of 1926, compared with 82 
cents a share on 120,000 shares outstand- 
ing in the first quarter of 1925. 


U. S. Steel— 
Rating “A” 


One of the principal subsidiaries of U. 
S. Steel is Duluth, Missabie & Northern 
Railway, which in 1925 reported earnings 
of $168 a share on its common stock, com- 
pared with $89 in 1924 and $248 in 1923. 
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Railroads 





Chicago-Northwestern— 
Rating “A” 

Chicago-Northwestern has been making 
a gratifying showing from net earnings 
standpoint of better control of net operat- 
ing expenses. Based on earnings of the 
last six months better than $7 per share 
for the common stock should be earned. 
Of course, increase in freight rates in the 
Northwest would add thereto. Transpor- 


tation ratio has shown progressive declines 
since 1920. 


Kansas City— 
Rating “B” 

Kansas City Southern has made a com- 
mitment to the extent of about $25,000,000 
in stocks of Missouri, Kansas & Texas, 
and St. Louis & Southwestern. At the be- 
ginning of the year the company owed 
slightly more than $19,000,000 on this com- 
mitment, part of which has been liquidated 
by the sale of $10,000,000 of Texarkana & 
Fort Smith bonds. Remainder may be 
liquidated through another bond issue. 


Louisville & Nashville— 
Rating “A” 

Based on earnings of the last six months 
Louisville & Nashville shows an annual 
net applicable to the common stock of 
about $16. It appears highly probable that 
the next semi-annual dividend will be in- 


creased to an annual rate of at least $7 
a share. 


Texas & Pacific— 
Rating “B” 

Reports have been current of an early 
exchange of Texas & Pacific stock so as 
to enable its absorption into the Missouri 
Pacific merger. Doubtless this will event- 
ually take place, but probably not until the 
whole Missouri Pacific situation, which 
includes provision for back dividends on 
the preferred stock, is ironed out; Mean- 
while Missouri Pacific’s net earnings, con- 
tinue to show progressive increases. 


4) 
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Another Fence Closed 

Charged with having sold more than 
$150,000 worth of stock stolen by “two 
notorious convicts” to school teachers, 
the brokerage firm of Charles W. Glaser 
& Co. has been enjoined from doing further 
business. This firm has been commented 
upon in these columns at various times for 
their methods employed. 


According to Attorney General Albe.t 
Ottinger, Charles W. Glaser, president of 
the firm, acted as a “fence” for Maximilian 
P. Fries and F. J. Tompkins, both of whom 
were convicted in 1924 for similar activities 
in Maryland. The stock, alleged to have 
been stolen in a novel fashion, was that 
of the Di Giorgio Fruit Corporation. 

Fries and Tompkins, both of whom have 
been indicted and are at large, acquired 
this stock, it was charged, “under the 





vicious misrepresentation that they would 
assist the stockholders in protecting their 
rights.” The stockholders, it was said, 
paid $150 a share for the security. 

The stock dropped in value to $50 a 
share, and Fries and Tompkins, according 
to the Attorney General, promised the 
stockholders to employ George Gordon 
Battle, New York attorney, to sue H. W, 
Du Biske, sales agent, for the recovery of 
money paid on the investment. 

To do this Fries and Tompkins said it 
would be necessary to obtain about $250,- 
000 worth of the Di Giorgio stock, it was 
charged. The pair, according to Mr. Ot. 
tinger, offered to put up collateral security, 
but never did so, offering as an excuse the 
reason that they would have to wait until 
title had been cleared after the transfer. | 

Mr. Ottinger, commenting on the case, 
said that his action was “to serve notice on 
all fences that they would be prosecuted 
with relentless and unceasing vigor.” 

“The Martin. act,” he continued, “was 
amended only this month at my request, so 
that receivers appointed in my actions can- 
not only seize all properties of the fence 
which were derived from frauds, but also 
all property with which it has mingled.” 


“I am going to purge New York of all 
depositories for stolen securities,” he added, 
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Oils Pay Extras 


Resumption of dividends by Prairie 
Oil & Gas and an extra by Standard of 
Indiana have called attention to the 
probability of a series of higher dividend 
payments by the Standard Oil group. 
Standard Oil Company of Indiana de- 
clared a cash dividend of 62% cents and 
an extra cash dividend of 25 cents on 
each share of capital stock. Standard 
Oil of New Jersey is expected to in- 
crease its payment either this quarter or 
the next. New York Standard prob- 
ably will pay a small extra to fulfill ex- 
pectations of General Petroleum share- 
holders, who had looked for something 
on their stock prior to consolidation. 
Standard of California also, it is be- 
lieved, will disburse a little more money. 
Imperial Oil is slated to pay an extra, 
made possible by the movement of crude 
in South America by International 
Petroleum. 


The Vacuum Oil Company declared 
an extra dividend of 50 cents in addi 
tion to the regular quarterly dividend 
of 50 cents, both payable June 19 to 
stock of record May 29, This is the 
same disbursement as has been made in 
previous quarters. 
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Who Said Speculation? 


Net profit of Monte Carlo Casino for 
year ended March 31, 1926, totaled 9%, 
173,599 francs against 63,876,309 in pre 
vious year. Total revenue was 143,216; 
039 francs against 110,653,398. A dividend 
of 725 francs, tax free, was declared. 
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be sorely needed to bolster up the com- 
pany’s financial condition and an extra pay- 
ment would be out of the question. 

It is obvious that the purchaser of Bald- 
win common either is operating on an ex- 
tremely long-pull basis or is indeed an 
optimist. 

What of the railroads, upon whom Bald- 
win and the other railway equipment man- 
ufacturers must depend for business? Is 
not this lack of necessity for purchasing 
equipment in the quantities formerly 
needed an advantage? Most decidedly it 
is. Aided by this and other efficiencies and 
economic conditions rail earnings on the 
whole have been showing a distinct up- 
ward trend. 

Take the case of the St. Louis-San 
Francisco Railway, whose common stock 
carries the same dividend payment as 
Baldwin and is selling about thirteen points 
lower. In recent years this company has 
been greatly benefited by the rapid de- 
velopment of the southwestern territory. 
Revenue freight tonnage has shown sub- 
stantial increases and is well diversified. 
Unlike Baldwin, Frisco does not cater ex- 
clusively to a single group or enterprise. 
About one-third of the road’s tonnage is 
comprised of products of mines, while 
manufactures and miscellaneous goods go 
to make up over a quarter of the total 
traffic. Crop prospects are excellent. 

With the recently acquired acquisition 
of working control of Chicago, Rock 
Island & Pacific Ry. the company greatly 
strengthened its traffic position in the 
southwest, obtaining a new traffic connec- 
tion at El Paso and providing a second 
port terminal at Galveston. Tonnage re- 
ceived from connecting lines has _ in- 
creased relatively faster than that originat- 
ing in its own territory and now accounts 
for about one-third of the total. 


Contrast in Trends 

In the same five-year period which so 
definitely established Baldwin’s downward 
trend, Frisco’s operating ratio has reflected 
a distinct increase in efficiency. From 
7461 per cent in 1921 this figure has 
shown a steady decline to 69.60 in 1925. 
Earnings applicable to the company’s $45,- 
277,820 common stock ($5,169,200 held by 
the reorganization managers and upon 
which no dividends are payable not in- 
cluded) amounted to the equivalent of $6.20 
in 1921, In 1925 Frisco showed $14.89 
farned on common. Current earnings con- 
tinue at this rate. 

At first sight the road’s capital structure 
appears top-heavy, with funded debt com- 
Prising 83 per cent and preferred stock 
amounting to but 2 per cent. But of the 
total debt about 25 per cent is in the form 
of income bonds, upon which interest is 
Payable only when earned. It is significant 


May 8, 1926 





end? 








Five Bear Markets | 


How long do bear markets run? 
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that not since the reorganization which 
created these income bonds has the com- 
pany found it necessary to take advantage 
of the contingent liability provision. 

All of the above factors go to point out 
Frisco’s investment position. But to the 
common stock also is attached an attrac- 
tive element of speculation. The com- 
pany owns a fifty per cent interest in the 
New Mexico & Arizona Land Company, 
equivalent to more than a share of land 
company stock for each share of Frisco 
common. At present writing it would be 
difficult to determine just what the cash 
value of this hidden asset would be, but 
it undeniably adds attractiveness to the sit- 
uation from a long pull standpoint if oil 


is discovered on these holdings. 


Merger Prospects 

Merger prospects also are entitled to 
consideration. In this connection the 
newly affiliated Rock Island immediately 
comes to the foreground. In the event of 
such a development an exchange of shares 
would undoubtedly be effected, but just 
what the basis of such an exchange would 
be it is impossible to predict accurately at 
this time. Undoubtedly such action would 
have a beneficial effect marketwise on 
Frisco’s securities. 

Here, then, we have two stocks carrying 
the same dividend payment. St. Louis-San 
Francisco, however, is earning its dividend 
by more than twice over, while Baldwin 
common showed a deficit amounting to $6 
per share in the past year. Frisco has 
been showing increasing earning power, 
with excellent prospects for the future. 
Baldwin’s profits have slumped off to a 
deficit, and its future is distinctly be- 
clouded. What is the reason for Baldwin 
selling for fourteen points more than 
Frisco? Obviously it is another case of 
two issues selling considerably out of line, 
when the yardstick of current and pros- 
pective earnings is applied, with the rail 
stock undervalued and the equipment issue 
overvalued on that basis. 
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the controlling element in determining 
future security prices. Bonds continue 
strong and for reasons again outlined by 
our bond editor in the current issue will 
probably go higher. High-grade invest- 
ment stocks are rising; medium-grade in- 
vestment stocks are more susceptible to 
market fluctuations but recover sharply. 
The investment rail common stocks con- 
tinue to give an excellent account of them- 
selves but the industrials present a more 
mixed aspect. Many industrial stocks are 
still selling at relatively high price levels, 
and face the uncertainty of the effect of 
declining commodity prices and increasing 
competition on their net earnings. Con- 
tinue to give first place to the dividend 
rails followed by the high-yielding public 
utility preferred stocks and the low-cost 
good yielding coppers. 
New Record Bond Sales 

State and municipal bond sales in April 
aggregated $110,093,092, compared with 
$106,981,731 in April, 1925, and $132,957,416 
in the corresponding month of 1924. The 
total for the four months of the current 
year is reported by the Daily Bond Buyer 
at $453,333,984, or substantially greater than 
in the corresponding period in any previous 
year. 

The following table compares totals for 
April and the four months ended April 30, 
for ten years: 





4 mos. ending 


April April 30 
| $110,093,092  $453,333,984 
ie icitiiemicatin 106,981,731 417,176,986 
i oceania 132,957,416. 424,031,448 
EE econdaabiies 89,930,844 342,666,184 
PE einltnecontin 147,300,292 439,984,493 
 sitipiest 94,052,250 305,595,421 
I cicenscatiinciniten 63,102,486 258,768,086 
| ee ae 64,358,953 167,324,176 
eee eee 13,962,459 81,967,731 
ES Siti 62,454,686 162,112,754 
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How Many 
New Yorkers 
Invest Their Money 


It has been stated that nearly a quar- 
ter of a million people are now invest- 
ing regularly in real estate in New 
York City and vicinity. A large num- 
ber of them hold sound First Mort- 
gage Real Estate Bonds. 


There is a very definite reason behind 
this increase in real estate investment. 
People know more than they used to 
know. Years ago they were satisfied 
with a 4%4% return on their invest- 
ment. Now they receive interest up 
to 61%4% on First Mortgage Real 
Estate Bonds secured by valuable in- 
come-producing properties. 


Fred’k Southack & Alwyn Ball, Jr., 
Inc., have a thorough knowledge of 
Manhattan real estate. For 44 years 
this Company and its predecessors 
have conducted a_ successful real 
estate business’ in New York. 


Circular FW-108 of current offerings 
on request 


Fred’k Southack & 
Alwyn Ball, Jr., Inc. 


11 Broadway, New York City 

















INVESTMENTS 


The recognized quality of any investment 
security is reflected in the interest rate it 
carries. That is true of Stocks, Bonds, 
Mortgages and other investments. A high- 
grade security does not promise a_fabu- 
lous—or even outstanding—return. If you 
will sign your name and address below and 
return to us, you will receive without any 
obligation list “I’’ of high-grade, old time, 
conservatively placed First Farm Mort- 
gages from the best hard wheat sections 
in the United States. 


Address 


E. J. LANDER & CO. 


Investment Securities 
Grand Forks, N. D. Established 1883 


























BIG BUSINESS OPPORTUNITY 


$400 MACHINE EARNED $5040 IN ONE 

year; $240 machine $1448; $160 machine 

St. Louis machines earned 

One man placed 300, 

Respensible company offers exclusive ad- 

vertising proposition. Unlimited possibilities. 

Protected territory. $1000 to _— invest- 
nent. Experience unnecessa 


NATIONAL KEI-LAC COMPANY 


322 N. 19th St. St. Louis, Mo. 











A Book of Real Merit 


The Real Estate 
Educator 


The New Edition con- 
tains Torren’s Sys- 
tem, Federal Farm 
Loan System, How to 
Appraise Propetty, 
Law of Real Estate, 
How to Advertise 
Real Estate, Legal 
Forms, U. S. Lands 
for Homestead, The 
A. B. C.’s of Realty, 
“Don’t” in Contracts, 
etc., and other useful 
information, 208 pages. 
Cloth. Postpaid, $2.00 
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BY C.M.HARGER 


Protecting Investors 
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ROMINENT among the move- 
Pp ments that are being inaugurated 
in the financial field is that toward 

larger protection for investors. Efforts 
in this direction have thus far taken 
mostly the form of voluntary organiza- 
tions carried on by financial firms and 
corporations themselves in which they 
have sought to establish a sound code 
of ethics and follow a course that was 
financially above reproach. That is 
worthy so far as it goes, but it does not 
touch the investor’s side directly; that 
is, he is not the moving spirit in the 
movement. THE FINANCIAL Wor_p has 
been sponsor for an association of in- 
vestors which endeavors to protect those 
who are furnishing the funds for pro- 
motion of business. This is more to the 
point and could it reach every investor 
would have the effect of weeding out 
the unworthy concerns and guiding in- 
vestments into profitable lines. But com- 
paratively few of the vast army of in- 
vestors in this country can be thus 
reached; those who are receive aid; the 
others are still more or less blindly mak- 
ing their investments. The editors of a 
financial journal receive many complaints 
from investors who have found their 
security inadequate or have come into 
contact with rascally promoters. This 
is not alone in the stock market but ex- 
tends to the farm mortgage field, the 
real estate mortgage bond field and 
touches spots from Maine to California. 

Basis of Complaints 

The basis of most of these complaints 
is that the investor has in good faith 
placed his savings, has fulfilled every 
requirement of the agency, and then has 
found that he has been given not the 
sound security he expected but either 
through forgery or substitution other 
security of little or no value. Particular- 
ly numerous have been these complaints 
since the beginning of the deflation 
period six years ago. The wiping out of 
one-fourth to one-half the value of farm 
land and the financial situation in which 
the producer found himself brought 
serious trouble to loan companies, espe- 
cially those with too little capital. It 
also brought trouble to banks, to manu- 
facturers and to business generally, espe- 
cially that connected with the real estate 
field. In their struggle to maintain credit 
devious practices were sometimes resort- 
ed to, with the result that the investor 
suffered loss. So there is rising a de- 
mand that there be supervision by state 
or federal authority over the negotiators 
and agents of the real estate security, 


such as is now exercised over banks and 
trust companies. Even supervision did 
not prevent bank failures by the hun- 
dreds during the past few years. The 
comptroller’s report shows that §2] 
banks failed in the United States in 1925, 
over 100 of them being national banks 
which have the severest supervision 
known in this country. But banks are 
regulated, and without this supervision 
we should have had a monumental de- 
bacle out of the conditions of the half 
decade just passed. 


States’ Authority 


The states supervise the building loan 
associations and the banks, but they al- 
low the mortgage company to operate 
with no further investigation after a 
charter has been secured, if a corpora- 
tion. If not a corporation there is prac- 
tically no touch of state interest. The 
insurance company is regulated; the 
utility is watched hawklike as to rates 
and expenses; the bus lines even are 
under state control. Yet the real estate 
mortgage company, the real _ estate 
agency that is not incorporated, or the 
real estate mortgage bond company, is 
practically left to its honor and subject 
only to the proceedings of receivership 
if it gets into trouble. To be secure the 
supervision must be either state or federal 
authority through the law-making pow- 
ers. The federal land banks and the 
joint stock land banks are carefully in- 
spected and are regulated, but the indi- 
vidual company, though it may do mil- 
lions of dollars of business, has its way 
unmolested unless it gets in conflict with 
the courts. 


Record Stands High 


Now the fact is that taken as a whole 
the record of the loaning agencies of the 
country have generally a high standard 
of integrity. Many of them have done 
business for more than twenty years 
without loss to any customer. When 
they sell a real estate mortgage or bond 
it is exactly as represented; the land is 
as described; the title is perfect; the 
conditions of record are correctly report- 
ed. Hundreds of millions of dollars 
have been invested with absolute satisfac- 
tion through such companies and the 
investors have received a sound rate of 
interest. But there are companies that 
because of lack of capital have been 
driven to devious practices or have in- 
tentionally entered upon them and the 
private investor, without ready means of 
investigation, such'as is maintained by 
the life insurance companies and savings 
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banks and large estates, have found either 
that the records were imperfect or the 
land not as described. Even the best of 
investors are sometimes fooled. The 
head of a mortgage company who has 
been in business for a quarter century 
told me the other day of suffering a loss 
of $4,000 on a farm mortgage sent him 
by an agent and which he had sold to 
an insurance company. The papers were 
forged, and the fact that the agent is in 
the penitentiary for seven years does 
not help return the money. 


Regulation Would Help 


No supervision or regulation can 
totally prevent rascality. The banker 
who sets out to steal, the mortgage 
agent who deliberately forges can get 
away with it for a while—but regulation 
would help. It would throw the fear of 
God into the hearts of the handlers of 
the public’s investments and bring about 
a more systematic method of doing busi- 
ness on the part of those who have a 
tendency to drift into forbidden ways. 
The fact is that the very investor who 
most needs help is the one who sulfers 
most when losses come. The widows, 
estates, professional men and women, 
unfamiliar with business and with no 
facility for investigation at their com- 
mand, are the victims most numerously. 
Others may be caught, but they are the 
ones who are most seriously affected. 
They deserve every possible protection 
that can be thrown around their savings 
and the greatest surveillance possible to 
see that they are not losers. 


Where to Start? 


Where shall this much-to-be-desired 
regulation and inspection start? Can 
investors themselves inaugurate such a 
movement as will bring success? Can 
the army of investors be mobilized into 
a force that will make an impression on 
the legislators? The investor is as a gen- 
eral thing individualistic; he does not 
work with his fellows in matters of pur- 
chasing securities. It is difficult to in- 
duce him to act in public on his invest- 
ments. If they have proved sound he 
sees no need; if he has lost he is in- 
clined to keep quiet and not inform the 
public of his losses. The leadership then 
falls on the heads of the companies, 
firms, corporations that are engaged in 
the business. It is to their advantage 
that there be established a standard that 
shall lift their business to a_ higher 
plane. Every organization or firm en- 
gaged in the business of selling real 
estate securities should be glad to for- 
ward this movement. It should see in 
such action benefit for itself. The or- 
ganization of farm mortgage bankers, 
the heads of banks handling such securi- 
ties, and large investors as well as small, 
could work together for the enactment 
of legislation that would insure super- 
vision of loan companies, whether inter- 
ested in city realty or in the farm. It 
isin this direction that lies most promise. 
Any state that will undertake such su- 
Pervision of its real estate loan security 
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will gain prestige; if the federal govern- 
ment will undertake it there will be wide 
benefit—but some definite force must get 
behind the movement and secure results. 
That is the way by which results are 
secured these days. It will not come 
of itself. We should like to hear sug- 
gestions as to what is the best method of 
starting the securing of larger protection 
for the investor and what practical method 
is available. 
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Strike in Akron 

Interurban service on the Northern 
Ohio Power and Light Company and 
city service in Canton and Massillon was 
at a standstill this week because of a 
strike of union carmen. Cars manned by 
employes loyal to the company were op- 
erated as usual in Akron, but were with- 
drawn later. Approximately 1,000 train- 
men are affected. The men voted to 
strike when the company rejected their 
demands for seventeen to twenty-eight 
cents an hour increase in wages, a nine- 
hour day instead of ten, time and a half 
for Sundays and holidays and a clause 
in the new working agreement which 
would force the trainmen and operators 
of the company’s bus lines to join the 
carmen’s union. The old wage agree- 
ment called for forty-eight to fifty-three 
cents an hour, according to length of 





service. The stocks of the company 
were little affected, remaining un- 
changed. 
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Radio Stock Strong 

The stock of Radio Corporation was ac- 
tive and strong this week following the 
publicity given to transocean transmission 
of photographs and the new field for 
profits which it opens up. A statement 
issued by General Harbord had a stimulat- 
ing effect. 


“It looks as though the company would 
have fewer competitors in the fall than 
heretofore,” declared J. G. Harbord, presi- 
dent of the Radio Corporation, at the an- 
nual meeting of stockholders. “We hope 
that when the fall season opens all of our 
dealers will have been supplied with ample 
stocks for the Christmas trade. We believe 
we will have a better year this year than 
we have had so far. Orders which the 
Victor Company and the Brunswick-Balke- 
Collender Company have given us for radio 
sets promise to be a valuable adjunct to 
the business. Gross business in the first 
quarter of 1926 was somewhat larger than 
in 1925. The communication service has 
increased in volume and in revenue.” 


———_—_—_—_ 


Consolidated Laundries Profits 


Net earnings of the Consolidated Laun- 
dries Corporation, after all charges, includ- 
ing taxes and depreciation, were $281,501 
for the first quarter of 1926. Charles B. 
Kilby, president, says that the economies 
of the consolidation are beginning to be 
reflected and a substantial increase in earn- 
ings is anticipated, along with a reduction 
in operating costs. 


United Light Reports 

The United Light and Power Company 
and subsidiaries reported a surplus of 
$6,010,353 after taxes, charges and pre- 
ferred dividends for the year ended Feb- 
ruary 28, against $4,597,849 in the previous 
year. Earnings in the 1926 period were 
equzl to $10.35 per share on the combined 
398,990 Class A and 199,832 Class B com- 
mon shares outstanding February 28, or at 
the rate of $2.07 after allowing for a five- 
to-one division of the stock. Gross earn- 
ings in the last year were $39,754,359, 
against $35,050,600 in the previous period. 
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Woolworth Sales Rise 

Sales of the F. W. Woolworth Company 
for April are reported at $18,967,377, com- 
pared with $18,895,347 for the same month 
last year, or an increase of 0.38 per cent. 
This is the largest April total in the history 
of the company, according to H. T. Parson, 
president, despite the fact that Easter of 
last year, and Easter is the second biggest 
shopping season, occurred on April 12, 
whereas this year it was April 4, which 
meant that a considerable part of the holi- 
day shopping occurred during March. 
Sales for the first four months of the 
year were $67,912,553, against $64,866,285 
last year, an increase of 4.70 per cent. 
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Southern Dairies Sales Jump 

Sales of Southern Dairies, Inc., for the 
first four months of this year amounted to 
$2,948,206, as compared with $1,975,915 in 
the corresponding period of 1925. April 
sales this year totaled $901,355, as against 
$604,300 in the same month last year, a 
gain of approximately 50 per cent. 
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McNeel Going Abroad 

R. W. McNeel, of McNeel’s service, will 
sail on the Conte Biacamano this week 
for Europe to make an exhaustive study of 
European financial and economic conditions. 
He will investigate investment opportuni- 
ties throughout the Continent and in Great 
Britain while abroad. 
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Our Mistake Mr. C. 


Your second notice, calling attention to 
the expiration of my subscription has just 
been received. Please allow me to suggest 
here that you wasted a perfectly good 2- 
cent stamp, as I had no intention of al- 
lowing my subscription to lapse. Check for 
renewal is enclosed herewith. 

I have read various financial publica- 
tions and have subscribed to various “serv- 
ices,” but in my estimation THE FINANCIAL 
Wor tp is the biggest bargain of them all. 
I think Mr. Guenther’s “Association of 
American Investors” is a wonderful idea. 


Ww. GC. 
“Tell your friends they need it” 


OIL ROYALTIES 


For Investment or Speculation 


JAMES WOODROW 


Commercial National Bank Building 
INDEPENDENCE, KANSAS 
ROYALTIES—LEASES—APPRAISALS 
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Over the Counter Market 


Edited by William J. Healy 











FORWARD constructive step has 
A ees taken that should greatly 

assist in giving added stability to 
the over-the-counter stocks. The Un- 
listed Security Dealers’ Association 
plans to establish shortly a central bur- 
eau for the supplying of bid and asked 
prices on unlisted securities of all kinds. 
At present these quotations can be ob- 
tained only from individual houses and, 
in order to gain accurate information re- 
garding the demand for a security, it is 
necessary to interview all the dealers. 
The plans for the bureau have not been 
completed and the officers of the asso- 








We Deal in 


BANK & TRUST CO. SUGAR 
PUBLIC UTILITY TOBACCO 
‘ BAKING CO. INDUSTRIAL 


STOCKS 


Stone,Prosser &Doty 


INVESTMENT SECURITIES 
52 William St., N. Y. Hanover 7728 














Continental Gas & Elec. Corp. 
Securities 
Howe, Snow & Bertels 


(Incorporated) 


120 Broadway New York City 
Telephone Rector 3563 
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Safe securities of Electric Light and 
Power, Gas and Transportation Com- 


panies yielding 7% and more 
Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Milwaukee St.Louis Louisville Indianapolis 


_ 
—_—————— 











PUBLIC UTILITY STOCKS 
General Gas & Electric Ctfs. 
Metropolitan Edison $6 Pfd. 
Utilities Pr. & Lt. Pfd. 
Southeastern Pr. & Lt. V. T. C. 
Ohio Public Service 7% Pfd. 


PYNCHON & CO. 


Members New York Stock Exchange 


111 Broadway New York 


CHICAGO MILWAUKEE 
LONDON LIVERPOOL 


ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Stock Exchange 

. Louis Stock Exchange 

300 N. Broadway St. Louis, Mo. 
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ciation will not comment on the proj- 
ect until they are completed. It is cer- 
tain, however, that there is no possibility 
in the near future at least, of the bureau 
developing into a market or an ex- 
change for the sale of unlisted stocks 
and bonds. 


The U. S. D. A. has the support of 
the Association of American Investors 
in this undertaking which should react 
favorably to the thousands of investors 
who are interested in counter securities. 


Attention in the over - the - counter 
market was diverted to the British in- 
ternal bond issues, as a result of the 
strike situation in England. Prices 
were lower throughout the group, but 
trading was not especially active, due to 
the desire of holders to await further 
developments in the labor situation be- 
fore taking definite action. Widening 
of the spread between bid and asked 
prices was noted in most issues, due to 
the lowering of bid prices, while the 
levels at which the bonds were offered 
did not vary.so much. British Victory 
4s and British Consol 2%%s were the 
most prominent in the group. Canadian 
issues moved lower in sympathy. 


Trading in the rest of the market was 
sluggish with prices generally pointing 
to lower levels. Singer Manufacturing 
shares held steady slightly above the 
low for the year in spite of the unfa- 
vorable statement regarding business 
abroad issued by the president of the 
concern. 


“Business of the Singer Manufactur- 
ing Company in the first quarter will not 
show up so well as a year ago,” said 
Mr. Alexander, “In France the situa- 
tion looks worse generally than it did 
six months ago and our business is af- 
fected accordingly. The British strike 
situation will also affect us adversely 
as we have a large factory, with 10,000 
employees in Scotland.” 


Bliss new common dropped to a new 
low for the year. 

Victor Talking Machine was an ex- 
ception and scored a small advance in 
response to a statement by an official 
of the company that last month was the 
largest April in history as regards vol- 
ume of business, and that the company 
has heavy orders from all parts of the 
country. 


Henry J. Fuller, president of the Rolls 
Royce Company of America, returning 
from abroad, said that sales in the United 
States are running about 25 per cent 
better than a year ago with future pros- 
pects very favorable. 


“England is not disturbed with traffic 
problems because she is building con- 
crete roads across fields that will carry 
from ten to twelve cars abreast,” he 
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said. “These roads will take the short- 
est route from city to city, and they have 
acted as a great stimulus to the motor 
car industry,” said Mr. Fuller. 


Weakness was most pronounced in the 
banking group early in the week, al- 
though the decline in prices were ac- 
companied by only a small amount of 
activity. Chemical was the weakest 
member of the group. 

They gave a better account of them- 
selves, particularly in the closing days, 
All the leading members of the group 
pointed strongly upward and were es- 
tablished around the levels prevailing 
before selling pressure appeared. Realty 
Associates, State, Bowery-East River, 
Lawyers Mortgage were the strong fea- 
tures. 

Renewed demand for Hartford stocks 
was the prominent development in the 
Insurance group. Connecticut General 
Life and Globe & Rutgers spurted 
ahead 50 points each. Travelers 25, 
National Fire 30, Aetna Life 15, and 
Hartford Insurance 10. 


An interesting feature of the public 
utility group was an advance in the bid 
price of Columbus Electric & Power to 
260, a new high record and a gain of 
more than 60 points in the last few 
days of trading. The company’s lines 
in Georgia are interconnected with those 
of the South Eastern Power & Light 
system, and the company’s earnings are 
understood to be increasingly steady. 
However, the actual reason for the sud- 
den advance in the stock is unexplained, 
but it is understood that some change 
in the company’s affairs is being discussed 
and that official announcement will soon 
be made. 


United Gas Improvement crossed 
par when a slight reaction set in. Im- 
provement in the utility group was 
widespread. Gains were distributed 
among such issues as American Light 
and Traction, Electric Bond and Share, 
American Power, Commonwealth Power 
and Buffalo, Niagara & Eastern Power. 
Although the utility stocks suffered 
greater declines during March than 
other groups there still are advantages 
to be had in many of the preferred 
stocks in comparison with common is- 
sues. Following the consistent recom- 
mendations in this group in Tue FI 
NANCIAL Worip there was a general de- 
mand for power and light preferred 
stocks, many of which are selling to 
yield a considerably higher return than 
junior shares and others paying the 
same annual dividend rate. Most of the 
buying of the senior issues was fof 
“strong box” purposes. 

Utility companies continue to show 
steady progress, as may be judged by 
recently published earnings statements 
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that most concerns are turning in for 
the first quarter. 


The statement of earnings of the As- 
sociated Gas and Electric System for 
the twelve months ended February 28 
shows gross earnings of $22,631,514, 
compared with $6,651,094 in the preced- 
ing twelve months, an increase of 240 
per cent. Net earnings were $9,135,820, 
against $2,352,231. 

There was a balance before preferred 
dividends of $4,022,669, against $1,456,- 
218, a gain of 176 per cent. After pre- 
ferred dividends the balance was $1,812,- 
136, against $758,373. The surplus was 
$1,231,760, against $725,040. 

Gross of the Metropolitan Edison 
Company and subsidiaries for March 
was $820,120, against $693,153 in the 
corresponding month a year ago, and 
net after taxes $341,517 against $298,- 
918. 

Gross for the twelve months ended 
with March was $8,971,458 and the bal- 
ance after preferred dividends $1,288,494, 
against $8,058,746 and $1,185,067 re- 
spectively in the previous correspond- 
ing period. 

National Electric Power Company 
and subsidiaries in the year ended De- 
cember 31, 1925, earned $1,659,326 after 
taxes, depreciation, interest, preferrea 
dividends of subsidiary companies, etc., 
equivalent after 7 per cent annual divi- 
dend requirements on preferred stock 
to $1.94 a share earned on combined 
231,721 no par shares of class A and 
460,000 no par shares of class B com- 
mon stocks. 


The Portland Gas and Electric Com- 
pany gives gross of $331,655, compared 
with $320,204 in March last year, and a 
balance after interest and other deduc- 
tions of $58,282 against $47,134. For 
the twelve months gross was $4,083,- 
109 against $3,830,198, and balance after 
preferred dividends $495,899, against 
$528,333. 


Gross for the twelve months was $4,- 
672,504, against $5,734,563 in the previ- 
ous corresponding year and balance af- 
ter dividends on the preferred $596,101, 
against $559,068. 


The Texas Power and Light Com- 
Pany, subsidiary of the Southwestern 
Power and Light Company, reports 
March gross of $566,494, against $521,- 
673 in 1925 and surplus after charges 
of $124,529, against $134,415. For the 
twelve months gross was $7,006,235, 
against $6,372,993, and balance after 
Preferred dividends $1,541,215, against 
$1,687,449 in the previous corresponding 
period. 


Engineers Public Service Company 
and subsidiaries in the twelve months 
ended February 28, 1926, earned after 
taxes, charges, subsidiary preferred divi- 
dends, etc., $4,385,168. 


Utilities Power & Light Company and 
associated interests have formed the In- 
dianapolis Power & Light Corporation 
in Delaware as a holding company to ac- 
quire 71.5 per cent of the common stock 
of the Indianapolis Light & Heat Com- 
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DO YOU WANT INCOME 
FROM A NEW SOURCE? 


How would you like to add $5.00, $10.00 or even 
$25.00 to your present weekly income? 


This is not difficult if you use some of your 
spare hours in convincing your friends that THE 
FINANCIAL WokRLD is indispensable to even the small- 


No previous selling experience needed. 
can sincerely tell people that THE FINANCIAL WorLD 
has been valuable to you, you can earn money as our 
Write for terms today. 


THE FINANCIAL WORLD 


If you 


New York City 

















pany. The purpose of the holding com- 
pany, is to forestall control of the Indi- 
anapolis company passing to the Middle 
West Utilities Company and the Insull 
interests, who acquired a 28% per cent, 
interest about a month ago at a reported 
price of $500 a share. 

Speculative interest on the Curb Ex- 
change turned to the coal stocks, which 
were under heavy accummulation, and 
moved substantially higher on prospects 
of favorable dividend action on the 
theory that curtailment of English pro- 
duction would result in buying here to 
supply requirements. Glen Alden Coal, 
in particular, was well bought and ad- 
vanced to a new high record of 171. 

Directors of the company are ex- 
pected to meet during the week and it 
is anticipated that a dividend equivalent 
to an annual rate of $9 a share will be 
declared. Eventually it is expected that 
the shares will be split up, a basis of 
3 new shares for each old share being 
mentioned, with a probable dividend of 
$3 a share on the new stock. Lehigh 
Coal certificates moved up in sympathy 
and on reports that dividends may be re- 
sumed at an early date. 

While shares of only a few British 
companies are listed on the Curb, prices 
in all instances were lower. Bids were 
notably weak and only a small amount 
of stocks changed hands. Courtaulds, 
Ltd., a rayon company, broke to a new 
low for the year, while British-Amer- 
ican Tobacco coupons were lower. 

Speculative activities on the rising 
side were attempted in the oil shares 
and met with fair success in some issues. 
Some of the Standard Oil stocks re- 
sponded with fair advances and there 
was a fair demand for some of the in- 
dependents. 





DIVIDENDS 





Southwestern Power & Light Company 


Preferred Stock Dividend No. 54 

The regular quarterly dividend of one and 
three-quarters per cent. (1%%) on the Pre- 
ferred Stock of Southwestern Power & Light 
Company has been declared for payment on 
June 1, 1926, to stockholders of record at 
the close of business May 15, 1926. 

A. C. RAY, Treasurer. 





DIVIDENDS 








BrooKk.iyrn Enison COMPANY 


tno. 
Brooklyn, N Y 
105th Consecutive Dividena 


‘Lhe Board ot Directors at a meeting held 
April 27th, 1926, declared a regular 

uarterly dividend of $2.00 a share on 
the capital stock of the Company out 
standing payable June Ist, 1926 to 
stockholders of record at 3 P M op 
May 14th, 1926 


Checks tor the above dividend will be 
mailed 


E.A BAILY Lreasurer 


The Brooklyn City Railroad Co. 


168 Montague St., Brooklyn, N. Y. 
DIVIDEND NO. 252. 

The Board of Directors has this day de- 
clared a quarterly dividend of twenty (20) 
cents per share on the outstanding full 
shares of capital stock, payable June 1, 
1926, to stockholders of record at the close 
of business on May 15, 1926. The fractional 
shares of capital stock will not receive this 
dividend unless exchanged for full shares on 
or before May 15, 1926. Transfer books will 
not be closed. 

May 3, 1926. 








GEO. W. JONES, Treasurer. 


THE BORDEN COMPANY 
Common Stock Dividend No. 65 


The regular quarterly dividend of $1.00 per 
share and an extra dividend of 25c per share 
have been declared on the outstanding com- 
mon stock of this Company, payable June 1, 
1926, to stockholders of record at the close 
of business May 15, 1926. Books do not 
close. Checks will be mailed. 


SHEPARD RARESHIDE, Treasurer. 
LEVERICH BOND & MORTGAGE CORPO- 
RATION 


1438 Montague Street, Brooklyn, New York 
> May 3, 1926. 
The Board of Directors of this Corpora- 
tion has declared a quarterly dividend of 
two and one-quarter (24%) per cent., upon 
the Common Stock both “CLASS A” and 
“CLASS B,” payable May 12th, 1926, to 
stockholders of record at the close of busi- 
ness April 30th, 1926. 
WILLIAM L. TAYLOR, Treasurer. 


WEST PENN RAILWAYS COMPANY 

New York, N. Y., May 5, 1926. 
At a meeting of the Board of Directors of 
West Penn Railways Company held in New 
York City today, quarterly dividend No. 36 
of one and one-half (14%) per cent was de- 
clared payable upon the 6% Cumulative Pre- 
ferred Stock of the Company on June 15, 1926, 
to stockholders of record at the close of busi- 
ness on June 1, 1926, being for the quarter 

ending June 15, 1926. 
Cc. F. KALP, Treasurer. 














AMERICAN POWER & LIGHT COMPANY 
71 Broadway, New York 

COMMON STOCK DIVIDEND NO. 54 
The regular quarterly cash dividend of 
twenty-five cénts a share and a dividend of 
1/50th of a share in Common Stock have been 
declared on the Common Stock of the Amer- 
ican Power & Light Company for payment 
June 1, 1926, to Common Stockholders of 
record at the close of business May 15, 1926. 

A. C. RAY, Treasurer. 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.” ) 





Week’s Sales Average Stock Prices 
Sales of stocks listed on New York Stock enna (in 1926 

number of shares), April 28, 1926: Week's Sales—Thurs- May5 Apr.28 Apr. 21 
day, 1,568,700 shares; Friday, 1,167,565; Saturday, 473.675 1. ‘ete md inae, | 103.62 
shares; Monday, 1,523,980 shares; Tuesday, 1,014,973 shares; So uatnielte ; 122.35 121.02 
Wednesday, 658,763 shares, Combined ? 113.58 112.27 

Thurs- Thurs- 28.08 27.58 
High Low day dav ( 

. Last This Bond Dealings, Jan. ’ 2 Date 

r-——1925——_. NAME of STOCK ese Week 1924. 
297% 158% £ 47 45 U. S. Gov. bds. ey oa, 750 5144, oat. 660 $351,396,245 
94 87 Am. For. Pr. 7% pf.. = 99% Other dom. bds. 823,704,050 967,619,000 706,164,950 


144% 104% Amer. Locomotive .. 98 96 Foreign bds. 223,691,350 235,172,900 164,848,200 
Amer. Tel. & Teleg... 146% 146 
Amer. Tobacco .... 115%| —o 

eccvecere 6% . ee 
Seteer A 15% 16 Public Utility Stocks 
Atch. Top. & San Fe. ‘ 113 Bid Asked Bid Asked 
Baldwin Loco. t 104% Adiron. P. & L..101% 103 No. St. P. (Del.).101 103 
Baltimore & Ohio .. R7% Aish: BP: OE. x0% 106 No. Car. P. S. pf. 90 96 
Cerro de Pasco .... Be Amer. St. Sec. s* a 7. ¥. Wail. 

a 7 223; Ariz. P. 20 0 pf. 

ae —_ : Ark. L. & P. - 109 Ohio Pub. S. pf. 99 100 
Chic., R. I. & Pac... Asso, G. & E. pf.. 61 Pac. G. & E. :° 98% 99% 
Rock Isl. 6% pf... Broad R. P. pf .. 98 Pub. Serv. 
Consolidated Gas.... Cen Ariz. L. & P. pf. 97 100 











Total all L2s..$1,157,759,150 $1,346,959,560 $1,222,409,395 


Corn Products 
Crucible Steel 

El. Pr. & Lt. 7% 
Famous Players 
General Electric 
General Motors 

Gen. Outdoor A 
Great Northern 
Hartman Corp. 
Household Products. 
Hudson & Man. 
Kennecott Copper 
Magma Copper 

N. Y. Central 
Norfolk & Western.. 
Northern Pacific 


pf. 
Cent. Ill. Pub. Ser. 
6% pf. 
Cent. St. 
Cities Serv. 
Commw. Edi. . 
Cont. G. & E. ...100 
Cons. P. 6% vpft.. 87 
Bast. St. P.. Cp... 16 
Emp. G. & FI. pf. 97 
Glav.-Hous El. .. 12 
Geor. Ry. & Pr..120 
: 97 
Interst. P. 7% pf. 93 
Louisv. G. & E. A 23% 
Nat. Pub. Ser. pf. 


Pug. Sd. P. & L. 48 51 
Do TH wt...» 388 108% 
Rep. Ry. & = os BE 88 
Sioux City G & 
m To Br. 1... BD 101 
Southw. P. & L. 
101 


100 
103 
102% 


Util. 
pf. 95 


Pan-Amer. 
Pathe Ex. 


Petrol. 
A 


93 


Utica G. & E. pf.105 107 


Standard Oil Stocks 


Pennsylvania R. R.. 
Pure Oil 

Rep. Iron & Steel... 
St. L. & Frisco 
Sears Roebuck 
Southern Pacific 
Southern R’way 
Stand. Gas 8% 
Texas Company ‘ 
Tobacco Products .... 
Union Pacific 

U. S. Rub. 8% 

U. S. Steel 

Wabash A pf. 
Westinghouse Mfg. 


Anglo-Amer. 
Atlan. Rfg. 


Chesebrough 
Cont. Oil 


Imp. Oil, Ltd. 
Int. Petrol. 
Ohio Oil 
Penn.-Mex, FI. 











Buckeye Pip, Li.. 
Borne-Scrymser 


Prairie O. & G. ie 


Bid Asked Bid Asked 
16% 17 


200 
116% , » OF + AZ 157 


52% . O, of Cal. 54% 55% 


- 66% 67% é 
- 21% mre x x 119% 
Galena Sig. Oil.. . 
.Humb. O. & Rfg. 635% » 7 A 45% 


. of Ind. 64% 64% 
. of Kan. 26% 26% 


268 


+ a “31% 
Stand. O. of Oh311 313 
Swan - Finch Oftl 

Corp ‘ 18 
Vacuum Oil .... 98 








Foreign Exchange 


1926 
May 5 Year Ago 
Sterling $4.8448 $4.84 % 
3.17% 5.17% 
Lira 4.01% 4.10% 
Belgian Fr. .... 3.02% 5.03% 
Holland 40.17 40.19 


Ausrtia 14.125 14,125 
26.10 18.85 
23.81 23.81 
16.84 
14.58 
; 26.77 

Switzerland .... F 19.33% 
Brazil : 10.30 
Chile 11.41 
Canadian Dollar. 100. 156 100.03 





Car Loadings 

Loading of revenue freight for the 
week ended April 24 totaled 973,304 
cars, an increase of 12,118 cars com- 
pared with the corresponding period 
last year and 94,917 cars over the 
corresponding week in 1924. Com- 
pared with the preceding week this 
year, the total was an increase of 
8,369 cars, Increases were reported 
in the total loading of all commodi- 
ties except coal, coke and merchan- 
dise and less than carload lot freight, 
which showed slight decreases. 


1926. 1925. 1924. 
Apr. 973,304 961,186 878,387 
Apr. . 923,844 876,916 
Apr. R 918,400 881,299 
Apr. 928,092 923,400 862,096 





Ratio of Reserves 


With all percentages computed on 
the basis introduced by the Reserve 
Board on March 13, 1921, the highest 
and lowest reserve percentages of the 
Federal Reserve system compare as 
follows: High Low 
1926 76.0 Apr. 21 70.2 Jan. 6 
1925 78.8 Jan. 21 66.1 Dec. 23 

83.7 Jan. 21 70.5 Dec. 24 
78.2 July 25 71.3 Jan. 6 

‘ , @ i gam. 8 
76.1 Dec. 17 46.4 Jan. 7 

The reserve percentages of the New 
York Reserve Bank compare as fol- 
lows: 

High Low 

88.3 Apr. 21 75.1 Feb. 

1925 85.5 July 29 69.6 Feb. 
1924 91.5 May 21 70.8 Oct. 
1923 87.6 Jan. 25 75.0 Jan. 
1922 89.6 Jan. 25 79.3 Jan. 
1921 84.1 Sep. 21 85.6 Feb. 











Crude Oil Production 


Daily Average 
(Figures in barrels) 

1926 1925 

May 1 May 2 

463,100 447,350 

105,150 89,450 
North Texas 96,500 90,750 
=. Cent, Dex: ... 55,350 132,600 
Ww. Cent: Tee. ... 81,350 72,550 
Southwest Tex. ... 39,050 48,650 
No. Louisiana ... 54,450 52,150 
Arkansas 355,500 
Gulf Coast ‘ 103,000 
Eastern 103,000 
Wyoming ; 80,950 
Montana 8,000 
Colorado 2,336 
New Mexico .... 550 
California 596,000 





1,990,100 2,182,850 











Money Rates 


Call Loans 

Time Loans 
Commercial Paper 
Rediscount Rate 
Bankers Acceptances 
Bar Silver, London 
Bar Silver, New York 


London Market 


Money in London unchanged at 4% 
per cent; short bills, % lower in bid, 
4% @4%5 per cent; three months’ bills, 
% lower in bid, 44%@4% per cent. 

Gold bullion unchanged at 84s 10d. 
Bullion withdrawn from the Bank of 
England for shipment to Uruguay 
amounted to £7,000. The Bank pur- 
chased bar gold valued at £751,000. 








Commodity Prices 
May 5 


Wheat, No. 2 red. 

Corn (new) No. 2 yel. 

Rye, No. 2 white 

Oats, No. 2 white.... . 

Fl. std. Sp. pt. 8.35@8.75 
Coffee, No. 7 Rio .. .19% 
Sugar, granulated ... .05% 
Iron, 2X, Phila. - 23.50 
Steel billets, Pitts. 

Lead 


Zine, E. St. L. del.. 
Tin 
Cotton, mid. upland. 18. 90 
Printcloths 05% 
Silk, best, No. 1 to ext. 5.74 
Rubber, spot 
Gasoline 
Crude oil, Mid-Con., 33 

to 33.9 grav. 
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DIVIDENDS DECLARED 


Pe- Pay- Holders 
Company S Rate riod able of Rec'd 
Alabama CO. .e.eee$10 2. ceeeee  ceeees 
Am Chicle (Inc.) ..75¢ Q Jul, 1 Jun. 15 
Do 7% pr. pf. ....1% Q Jul 1 Jun. 15 
Do 6% pf. ..--+-- $25.50 Ace Jul. 1 Jun. 15 
Am, Home Products. 20c M Jun, 1 MaylT 
Am. Metals ......6- $1 Q Jun 1 May 20 
Do pl. ccvccceees $1.75 Q Jun, 1 May 21 
Am. Multigraph ....40c Q Jun 1 May 15 
Am. Tobacco .....-. $2 Q Jun. 1 May 10 
Do B sccosesssvese $2 Q Jun. 1 May 10 
Ark. Ry. & Lt. pf...1% Q Jun. 1 Mayld 
Artloom Corp. ..e--- 75c Q Jul. 1 Jun. 19 
Do pf. .ccccceceiee 1% Q Jun, 1 May 20 
Bklyn City R.R. ....20¢ Q Jun. 1 May 15 
Bi’kstone Val. G.&E.$1.25 Q Jun. 1 May 14 
Do pf. secviceoses $3 S Jun. 1 Mayl14 
Brown Shoes Co. ....60c Q Jun. 1 May 20 
California Pet. Cp. ..60c Q Jun. 1 May 20 
Can. Car & Fadry. pf..1% Q Jul. 10 Jun. 25 
Centrifugal Pipe ...25c Q May25 May 18 
Cen. Ill. P. S., pf..$1.50 Q Jul. 15 Jun. 30 
Chicago, B. & Q. RR.56 S Jun, 25 Jun. 19 
Colo. Fuel & Iron pf.$2 Q May 25 May 10 
Colo. & Southern Ist pf.2 S Jun. 30 Jun. 19 
Com. P. & L., 2d pf..$2 Q Jun. 1 May 21 
Consolidated Gas $1.25 Q Jun.15 Maylil 
Continental Oil ..... 25c Q Jun. 6 Mayil15 
Cushman’s Sons ....75c Q Jun. 1 May 15 
Do 7% Pf, occcces $1.75 Q Jun. 1 Mayl5d 
Do 8% PE. cccccsses $2 Q Jun. 1 Mayil19 
Federal Lt. & Trac..20c Q Jul. 1 Jun, 15 
BD. ncccedent seen ae lic Stk Jul. 1 Jun. 15 
D6 GE, sss0ekee ee $1.50 Q Jun. 1 May l15 
Fed. Terra Cotta pf...2 Q May15 May 5 
F. Simon & Co. ....$1.75 Q Jun. 1 Mayl19 
Gen. Develop. ...... 25c Q May20 May 10 
Gen. Petrol. ........75¢ Q Jun,15 May 15 
Hazeltine Corp, ..... 25c Q May 24 May 4 
Hartman Corp. ....62%c Q Jun. 1 May 19 
Hol. Cons. Gold Mine.8c M May 20 May 4 
Homestake Mining ..60c M May 25 May 20 
Horn & Hardart Co. 
or. (01, Tid sanescc $1.75 Q Jun. 1 Mayill 
Household Prod. Inc..75c Q Jun. 1 Mayil7 
H. Schaffner & M. ..$1.50 Q May29 May15 
Inland Steel ...... 624%c Q Jun. 1 May l4 
ae er > r $1.75 Q July 1 Jun. 15 
Inter. Combust. Eng.50c Q May3l May 20 
Kinney (G. R.) Co. ..$1 Q Jul. 1 Jun. 19 
70 (E-  xtersasae oie ae $2 Q Jun. 1 May 1 
Kroger Groc. & Bak. ~~ Q Jun. 1 Mayli 
WPS asscrck aia aie ceace Stk Jun. 1 May15 
Lima Locomotive . -~ Q Jun. 1 May 15 
Louisv. G. & £1, A:.43 4c Q Jun.25 May 31 
aE” RE oe 438%c Q Jun.25 May 31 
Miller Rub. pf... $2 Q Jun. 1 May 10 
Merrimack Mfg. ....1% Q Jun. 1 May 3 
N. Y., Chi. & St. L..$2.75 Q Jul. 1 Apr. 156 
Do © BREE A $1.50 Q Jul. 1 Apr. 15 
N. A. Edison, pf. 21.50 @ Mayib ..sse- 
Pacific Lighting ..... $4 Q Mayi15 Apr. 30 
PO BE jcssenasee $1.25 Q Mayi15 Apr. 30 
Pathe Exchange, pf 2 Q Jun. 1 Mayill 
Pierce, B. & P.8% pf.$2 Q May 1 Apr. 20 
Bo 7% WE cscecsce % Q May 1 Apr. 20 
Prairie Oil & Gas...50c .. May31l May 15 
Spear & Co., pf. -1% Q Jun. 1 Mayil5 
Stand. Oil. of Ind, "62 we Q Jun.15 Mayl7 
ee rr ee RR ec Ex Jun.15 Mayil17 
Stand. Sanitas Mfg. 7 25 Q May 20 May 6 
Ce See rare 1% Q May20 May 6 
— Co. $1.25 Q Jun, 1 May10 
Die? aaicaninaae $1.75 Q Jun. 1 May10 
Timken Roller Bear..75c Q Jun, 5 May19 
er eee 25c Ex Jun. 56 Mayl19 
wt lk ee asesw can 50c Q Jun.19 May 29 
BOD saw ag aleaiwaerrkans 60c Ex Jun.19 May 29 
West Penn. Rys. pf..1% Q Jun.15 Jun. 1 
White (J.G.) Eng, pf.1% Q Jun. 1 Mayi15 
Wis. River Pr. pf..$1.75 Q May20 Apr. 30 
Wright Aeronautical.25c Q May29 Mayl14 





The British Strike 


Moody’s Weekly 


Review of Finan- 


cial Conditions in its current issue says 


in part: 


“One should not regard the British 
strike as a disaster even to Great Britain. 
It promises after a short period of dis- 
turbance to largely eliminate labor troubles, 
reduce labor costs per unit of output, 
increase British competitive ability, and 


help the recovery of British trade. 


“Our financial markets are not jeopar- 
dized. Since 1880 we have had here six 
years of great strikes; and in three of 
them there were bull movements, while 
the bear movements of the other three had 
but little to do with the ‘strikes. 
while British labor officials have made a 
capital blunder which should for some time 
destroy their political powers, and greatly 
reduce their industrial influence. 


Mean- 














To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
13 periodicals and special letters pertaining to investment and other 


timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of those listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CURRENT LITERATURE DEPARTMENT, 


THE FINANCIAL Wortp, 53 Park Place, New York, N. Y. 


“A Science in Dollars—This is the title of a booklet published by a 
prominent service as a guide to investing profitably in listed stocks. 

“Guiding the Bond Buyer”—How you should think of bonds. What 
are bonds? Unsecured and secured obligations. Municipal bonds. 
Water company bonds. Public utility bonds discussed as invest- 
ments. And other topics of interest to the investor are covered 
in the above book. A limited number of copies are available and 
will be supplied to investors applying on their own letterheads. 

“Creating Good Investments”’—One of the foremost real estate mort- 
gage bond houses just issued a 24-page booklet which describes 
the eight standardized sateguards which they employ before mak- 
ing a loan. This booklet is beautifully illustrated with photo- 
graphs of buildings financed, where located, value of property, 
amount of bond issue and other valuable information. 

“Diversification and Vigilance”’—An interesting discussion of this sub- 
ject, profitable to any investor, showing the methods employed by 
large institutions and their investment problems, has been prepared 
for distribution by a large investment banking house. 

“Why Estates Shrink”—The amount of taxes your estate must pay 
depends largely on the type of investments you hold. This book- 
let “Why Estates Shrink” outlines this information in detail. 

Standard Oil Issues—A house specializing in Standard Oil Securities 
issues a weekly summary pertaining to available information. on 
these and other miscellaneous oil securities and will gladly mail a 

copy on request. 

“Rules for Safe Investment”—Knowledge gained over a long period 
of years makes it possible to determine whether a given spot in a 
city will have a growth in property value which will be steadily 
increasing. This is only one of the important factors of safety of 
Real Estate Bonds which are explained in this booklet published 
by a well known bond and mortgage company. 

“How to Make Your Money Make More Money”—An interesting book- 
let describing the reasons why so many fail in handling their money. 
and outlining methods that have been used for years by those 
who have been successful in investing with concrete illustrations 
and specific suggestions, 

“Making Profits in Securities’—An interesting booklet of forty pages 
and of special interest to those buying listed securities. 

A Permanent Investment Policy—At times when investments in gen- 
eral sell at favorable prices it is only necessary to know what to 
buy. In other periods the soundest securities sell far too high for 
conservative investment. This booklet, “A Permanent Investment 
Peiicy” explains a plan of what to buy and when. 

“For Income Builders’—This booklet describes a practical Partial 
Payment Plan, whereby sound securities may be purchased through 
monthly payments of as little as $10. Shows how a permanent, 
independent income may be built through the systematic investing 
of small sums set aside from current earnings. 

The Formula for Wealth—This booklet contains 12 pages of sound 
advice and is well worth reading. It illustrates in a plain and un- 
derstandable way how wealth and independence can be attained by 
following Jim Forbes’ plan. 

“Forty-four Years Without Loss to Any Investor’—A booklet of 
much use to those who are interested in Real Estate Mortgage 
Bond Investment. It has been prepared and is ready for dis- 
tribution by one of the largest companies in this field. 

Keeping the Investor Informed—By publishing its “Monthly News” a 
prominent firm of investment bankers keeps its clients informed 
of the status of their holdings. The eighty-page pamphlet is worthy 
of careful reading. 

Trading Methods—A 24-page booklet issued by a New York Stock 
Exchange house containing a brief explanation of the many differ- 
ent operations pertaining to stock market trading. 

“How We Aid Investors”—This is the title of a pamphlet issued by a 
New York Stock Exchange firm. It contains an outline of the 
principal services available through specialized departments in each 
of its offices, 

26% Average Annual Profit—A pamphlet outlining the experience of 


an investor who followed the long-swing movements in security 
prices over a nine-year period. 
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“The Financial World 14th Annual 
Public Utility Review” 


To Be Published in June 


Be 
ACCURATE TRUTHFUL  ##$CONCISE 
% 


Among reasons for its advertising value to you 


@ It is the oldest popular financial weekly. 
@ It is recognized as the pioneer in the advocacy of public utility securities. 
@ It covers by analysis over 230 leading Public Utility Companies of America. 


@ It is a most comprehensive record of public utility securities for the man who 
purchases them. 


@ It is used throughout the year by Banks, Investment Bankers, Dealers and Indi- 
vidual Investors, and is therefore a record that is preserved. 


@ It gives investment ratings and appropriate comment on each class of securities 
by the Editor, who has devoted over twenty-five years to the study. 


Your message in this number, as an adjunct to your regular advertising 
policy, offers you an unusual advertising opportunity to reach investors at a time 
when their interest is centered upon utility securities. 


Use the attached coupon for full details 


THE FINANCIAL WORLD, 
53 Park Place, New York. 


Kindly send me data regarding rates, positions available and any other information that will be 
of service. 









































